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ENGLISH STATISTICS OF PAUPERISM DURING 
THE WAR 


THE COURSE OF PAUPERISM BEFORE THE WAR 


Before discussing the statistics of pauperism during the war, 
it is important to examine the pauper returns for the period pre- 
ceding the war in order to determine whether a new tendency 
set in as a result of war conditions or whether a tendency already 
present was continued, retarded, or accelerated. Table I, which 
gives the ratio of paupers to population for five-year periods from 
1885 to 1914, will illustrate the general tendency of the pre-war 
period. 

This table shows that the ratio of indoor pauperism to popu- 
lation had remained almost stationary for the quarter of a century 
preceding the war and that only a very slight decrease in the out- 
door-relief ratios had occurred until the period of the old-age 
pension acts, 1908-11. The marked decline in outdoor pauperism 
in 1910 and in the years following was due to the old-age pension 
legislation. The removal of the pauper disqualification and the 
extension of old-age pensions, after December 31, 1910, to old per- 
sons who had been in receipt of poor relief, explains the decline in 
the number of outdoor paupers from 513,242 in 1910 to 392,596 in 
1911, a decrease of more than 120,000 in a single year. This de-— 
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2 EDITH ABBOTT 


cline in pauperism therefore was not a decline due to a rising 
standard of living and greater independence among the poor, but 
to the transfer of a large class of paupers from one form of govern- 
ment aid to another. The effect of the extension of old-age pen- 
sions was, therefore, to bring down the pauper rate from 22.4 to 
18.6 per 1,000 inhabitants within a single year, and this number 
had fallen to 17.1 per 1,000 on the eve of the war. 


TABLE I 


PAUPERS IN ReEcErpt OF INDOOR AND OuTpooR RELIEF IN 
ENGLAND AND WALES, 1885-1914* 








. 
NUMBER OF iy RECEIVING NUMBER PER 1,000 PoPULATION 





Indoor Outdoor Total Indoor Outdoor Total 





190,904 | 552,484 | 743,478 7.0 20.3 27-3 
188,361 | 507,460 | 695,821 6.6 17.6 24.2 
213,213 | 528,196 | 741,409 7.0 17-4 24.4 
211,135 | 482,580 | 693,715 6.5 15.0 21.5 
260,821 | 544,922 | 805,643 7-7 16.0 23-7 
288,946 | 513,242 | 802,188 8.1 14.3 22.4 
278,298 | 392,596 | 670,804 7.8 10.8 18.6 
274,215 | 380,047 | 664,162 7-5 10.7 18.2 
261,781 | 370,461 | 632,242 7-1 10.0 17.1 
257,432 | 378,608 | 636,040 6.9 10.2 17.1 























* Numbers are for the last Saturday in December each year. In all of the tables, the numbers 
given do not include the insane in public asylums, persons in receipt of outdoor medical relief only, 
casual paupers, and patients in metropolitan fever and smallpox hospitals. 


While in England and Wales pauperism had been declining 
very slowly, in London, during the same quarter of a century, 
pauperism had been a stagnant pool with such changes as there 
were tending to an increase rather than a decrease in the pauper 
rates. In Table II the London statistics of pauperism are pre- 
sented. This table shows that the total pauper rate for London 
was 23.8 per 1,000 inhabitants in 1885, 24.2 in 1895, and 27.4 in 
1905. The effect of the old-age pension acts was, however, felt 
in London as well as in other parts of the country, and the pauper 
rate fell to 26.8 in 1910, to 24.0 in 1911, and to 22.2 in 1914. 

In general, then, it may be said that during the five years pre- 
ceding the war, there was, almost for the first time in twenty-five 
years, a tendency for the pauper ratios to decline. This change 
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was largely due to the old-age pension acts. The National Insur- 
ance Act of 1911, with its provision for cash allowances during 
periods of sickness and unemployment, had come into operation 
so recently that the effect of its benefits on destitution and poor 
relief had as yet been scarcely felt; but the tendency of old-age 


TABLE II 


PAUPERS IN RECEIPT OF INDOOR AND OuTDOOR RELIEF 
IN Lonpon, 1885-1914* 














NumBeEr OF Paupers RECEIVING NUMBER PER 1,000 POPULATION 
YEAR 

Indoor Outdoor Total Indoor Outdoor Total 
eee 56,002 | 38,900 | 94,902 14.0 9.8 23.8 
oer 59,588 | 37,540] 97,128 14.2 9-0 23.2 
| aaa 67,1903 38,993 | 106,196 15.3 8.9 24.2 
| rer er 66,507 | 36,527 | 103,034 14-7 8.1 22.8 
i ob ae hea 77,606 | 46,385 | 123,991 17.1 10.3 27.4 
Ae 80,701 40,307 | 121,008 17-9 8.9 26.8 
RS a+ asad 77,858 | 30,446 | 108,304 17.2 6.8 24.0 
rere 76,681 31,714 | 108,395 17.0 7.0 24.0 
a ee 72,509 | 29,493 | 102,002 16.1 6.5 22.6 
ee 70,005 | 30,213 | 100,218 15.5 6.7 22.2 























* Numbers are for the end of December each year. 


pension legislation to prevent pauperism was, when the war broke 
out, in process of being further accentuated by the large scheme 
of social insurance whose benefits had been slowly coming into 
effect. 


THE INCREASE IN PAUPERISM IN THE FIRST MONTHS OF 
THE WAR 

The sudden outbreak of the war, accompanied as it was in 
Great Britain by widespread industrial disorganization and un- 
employment, produced immediately a condition of distress such 
as inevitably accompanies unemployment among the poor. The 
immediate effect of the war on British industry was “an abrupt 
and considerable curtailment of production.” In August, 1914, 
there was a great deal of unemployment and short time among 
both men and women. The report of the Board of Trade on condi- 
tions at this time called attention to the fact that ‘orders both in 
home and foreign trade were withheld or cancelled, large numbers 
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of factories went on short time, and in a number of cases em- 
ployees were provisionally given notice of discharge. These meas- 
ures were largely precautionary and were due to uncertainty as 
to the conditions under which trade would be carried on in war 
time.’”* 

So sudden and so acute were the hardships caused by the un- 
expected mobilization that there was an immediate increase in the 
number of persons assisted by the poor-law authorities. The re- 
port of the Local Government Board for the year ending March 
31, 1915, refers to the general increase in the number of persons 
receiving indoor and outdoor relief after the mobilization. Poor- 
law inspectors in different sections of the country reported that 
unemployment caused by the war had led to a necessary increase 
in the number of persons on the pauper lists. Thus an inspector 
in the region of the potteries reported that in his district ‘‘at the 
outbreak of the war and for several months after, considerable 
sections of the population were either thrown entirely out of 
work, or else placed on short (in some cases very short) time, and 
there were very considerable increases in the number of persons 
receiving relief.” 

Another poor law inspector reported that 


in the city of Lincoln, where trade was described as fair previous to the out- 
break of war, there was some considerable distress in the first few weeks of 
the war. From 70 to 80 per cent of the agricultural machinery made here 
was for export. For a time the export trade was completely stopped, and at 
present it is of course very much restricted. In spite of the fact that govern- 
ment contracts have been placed in Lincoln, there had been no proper re- 
covery from the great increase in August, 1914, amongst the number of 
chargeable poor. At the end of the year the numbers in receipt of relief were 
12 per cent above those for the corresponding period of the previous year, 
and about as high as the highest point reached in August, 1914. 

Another factor making for an increase in destitution was the 
plight of the dependents of soldiers and sailors, who were in many 
cases obliged to apply to the poor-law authorities for help. Their 

t Report of the Board of Trade on the State of Employment in the United Kingdom 
in October, 1914 (Cd. 7703), p. 15. A considerable number of studies have been pub- 
lished dealing with the state of employment during the war (see, e.g., M. B. Ham- 


mond, British Labor Conditions and Legislation during the War, for the employment 
of women, see an article in this Journal, XXV, 649, by E. Abbott). 
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distress was due to the fact that the organization for the payment 
of allowances was not everywhere complete when mobilization 
was ordered, and also to the fact that in some cases there had 
actually been no time for the men to make allotments. There was, 
of course, great dissatisfaction over the situation, and efforts were 
made immediately to provide suitable assistance for such cases. 
A further difficulty was the low scale of the allowances at the time 
of mobilization. By October 1, 1914, a new and increased scale of 
allowances was brought into operation, and further increases were 
made later. 

In order that no man who had been called to the service of 
his country might be dishonored by having the members of his 
family driven to the pauper rolls for relief as a result of his war 
service, a grant was promptly made the National Relief Fund not 
only to provide for such cases in the future but also to repay to the 
Poor Law Guardians the sums they had given as relief, in order 
that the names of such persons might be struck off the pauper 
lists. 

Not only wives and children but thousands of mothers, sisters, 
and other relatives who had been dependent upon the men who 
joined the forces were left in a state of destitution immediately 
after mobilization. Arrangements were shortly made, however, to 
grant allowances to these relatives in all cases in which there was 
satisfactory evidence of the fact of dependence. Allowances were 
also to be made to unmarried mothers and their children in all 
cases “‘where there was evidence that a real home had been main- 
tained.” 

The failure of the government to provide for the dependents of 
men who had joined the forces was said to be due, first, to the 
failure of the Army Pay Department t» meet promptly all the 
claims upon it; and, second, to the government’s delay in accept- 
ing liability for claims which were subsequently admitted to be a 
proper charge against the public funds. 

That the repayment to the poor-law officials of the sums given 
as emergency relief to the families of men in the forces was a 
popular step, and that public indignation would have been 
aroused if this had not been done, is indicated by a statement in 
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a Fabian Tract by Mr. Sidney Webb, under the head, “Nobody 
to be Driven to Poor Relief.”” The government, according to Mr. 
Webb, had expressly pledged the honor of the nation that no 
person destitute as a result of the war should be driven to the 
shame and demoralization of the poor law. The government, he 
said, had lost no time in starting to redeem this pledge by decid- 
ing without hesitation “for the first time in Poor Law history (1) 
to repay to the Boards of Guardians their shameful doles; (2) 
to erase from the records the names of those thus relieved, and 
entirely to cancel the transaction; and (3) to write officially to 
each woman, informing her of what had been done, and explaining 
that she had not become a pauper!’”? 

Table III, compiled from monthly statements of pauperism in 
England and Wales issued by the Local Government Board, shows 
the number of paupers who were in receipt of relief from July to 
October, 1914. 

TABLE III 


INDOOR AND OuTDOOR PAUPERS ON EACH SATURDAY IN THE 
THIRD QUARTER OF 1914: ENGLAND AND WALES 























Weekly tdoo Weekly 

™ Paupers | Tpeeaseor | Puupers | Teens o 
Tee ere 245,300} — 799] 370,310] — 1,846 
| ero. 245,593 | + 233] 370,520} + 219 
, Se 246,107 | + 514] 371,445| + 916 
July 25.......+.55. 247,003 | + 896/ 371,346|— 99 
OD ee 246,532 | — 471 | 372,153 | + 807 
eer 248, 402 +1,870 | 375,383 | + 3,230 
August 15.........] 2§2,085 +2,683 | 392,349 | +16,966 
August $2......... 252,500 +1,415 398,237 | + 5,888 
eee 251,470 —1,030 | 398,757 | + 52¢ 
September 5....... 251,422 — 48] 396,403 | — 2,354 
September 12...... 251,743 | + 321 | 302,662 | — 3,741 
September 19...... 252,801 +1,058 | 389,827 | — 2,835 
September 26...... 253,278 | + 477 | 387,750| — 2,077 





In this table, the returns for the whole quarter, including the 
month of July, are given in order that the general trend of the 
movement of pauperism before the declaration of hostilities and 


* Sidney Webb, The War and the Workers: Handbook of Some Immediate Meas- 
ures to Prevent Unemployment and Relieve Distress, Fabien Tract No. 176. 
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afterward may be seen. Although there had been slight increases 
in the number of paupers during the latter part of July, it is clear 
that, beginning with the week ending August 8, there was a defi- 
nite and considerable increase in the number of both indoor and 
outdoor paupers, which was continued until the week of August 
29. In the quarterly statement issued by the Local Government 
Board showing the number of persons in receipt of poor relief 
during this period, attention is called to the fact that’there is a 
customary seasonal increase in the number of persons relieved 
during the third quarter of every year. The Local Government 
Board statement, however, called attention to the fact that the 
seasonal increase 


which ordinarily occurs at some point in the third quarter of the year began 
rather earlier than usual, viz., on the second Saturday in July, and the normal 
course of variation in the volume of pauperism has during the last two 
months of the quarter been considerably modified by the war. After the 
outbreak of war, considerable increases forthwith occurred during the greater 
part of August in the number of persons in receipt of relief. The number 
rose from 618,685 on Saturday, rst August, to 650,737 on the 22nd of August, 
an increase of 32,052..... After the 22nd of August the total number of 
persons in receipt of relief declined week by week, and on the 26th September 
it amounted to 641,028 (or 17.2 per 1,000 of the population) as compared 
with 611,448 (or 16.6 per 1,000 of the population) on the corresponding day 
in the previous year. 

The increase between 27th June and 26th September amounted to 22,- 
713, OF 3.7 per cent, compared with a decrease of 2,032, or 0.3 per cent, in the 
corresponding period of the previous year. 


The increases or decreases as compared with the corresponding 
weeks of 1913 should be studied, since the weekly variations may 
be regular seasonal changes. Table IV, therefore, has been pre- 
pared showing the total number of persons relieved in correspond- 
ing weeks of 1914 and 1913. This table shows that, during the 
month before the declaration of hostilities, there had been an 
increase in the total number of paupers as compared with corre- 
sponding weeks of 1913, and that the increases not only continued 
but rose sharply during the first three weeks of August and were 
maintained well through the months of September and October, 
although the high-water mark, an increase of 41,261 over the 
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corresponding week in 1913, was reached in the week ending 
August 22. The decline from this high point was continuous but 
gradual until the end of the year, but throughout the whole period 
the numbers of persons relieved remained week by week above 
the level of the preceding year. 


TABLE IV 
PAUPERS IN RECEIPT OF RELIEF ON EAcH SATURDAY FROM 
JuLy To DECEMBER, 1913 AND 1914: 
ENGLAND AND WALES 











Number in Number in [Increase in 1914 
Date Receipt of Relief,| Corresponding | as Compared 

1914 Week, ror3 with 1913 
| rrr 615,670 609 ,037 6,633 
CS See ca caer 616,122 608 , 881 7,241 
(A 617,552 607,726 9,826 
Tee 618,349 606,992 II, 357 
pS eee 618,685 7,073 11,612 
PE Bais ccsens 623,785 607 , 501 16,284 
August 15........ 6435434 609 , 710 33,724 
August 22........ 650,737 609,476 41,261 
August 29........ 650,227 609 , 136 41,091 
September 5...... 647,825 608 , 859 38,966 
September 12..... 644,405 608 , 799 35,606 
September 19..... 642,628 609, 737 32,801 
September 26..... 641,028 611,448 29,580 
Geer $........ 634,241 608,412 25,829 
Oesener 0. ....6... 633,708 613,079 20,629 
October 17....... 633,720 614,102 19,627 
October 24....... 634,224 616,528 17,696 
Ceteeer a2. ...... 633,918 617,532 16, 386 
November 7...... 634,495 619,400 15,005 
November 14..... 634,756 622,706 12,050 
November 21..... 636,464 625,340 11,124 
November 28..... 637,071 627,691 9,380 
December 5...... 637,425 630,316 7,109 
December 12..... 637,457 632,336 5,121 
December 19..... 637,804 633,733 4,161 
December 26..... 636,040 032,242 3,798 














In London, however, the recovery was more rapid than 
throughout the country as a whole. Tables V and VI present simi- 
lar data for London and for England and Wales, showing the total 
number of paupers on the last Saturday of each month from July 
to December, 1914, and for the corresponding weeks of 1913. In 
London, the tide turned more quickly; the last week of October 
showed only 1,088 more persons in receipt of relief than in 1913, 
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and in November and December the number relieved was actually 
lower than in 1913. 
TABLE V 
Persons RELIEVED ON THE Last SATURDAY OF EACH 


Monta, Juty TO DECEMBER, 1913 AND IQI4: 
ENGLAND AND WALES 























Month Number | corresponding | "as Compared * 
* orrespon: as Lom 

- Relieved, Igr4 Wark sons with a j . 
pS TELE C. 618,349 606,992 11,357 

pS 650, 227 609 , 136 41,091 

September. ...... 641,028 611,448 29,580 

CE eect des 633,918 617,532 16,386 
November........ 637,071 627,691 9,380 
December........ 636,040 632,242 3,798 

TABLE VI 


PERSONS RELIEVED ON THE LAST SATURDAY OF EACH 
Monts, Juty TO DECEMBER, 1913 AND I914: 











LonDON 
: Increase or 
Number in * 
Number Hi Decrease in 1914 
Month : Corresponding 

Relieved, 1914 Week, 1913 yy 

Rie eka danced 99,332 98,990 + 342 
Eee 105,136 98,991 +6,145 
September....... 104, 269 98,943 +5,326 
eee 102,179 IOI ,OQI +1,088 
November........ 102,155 102,590 — 435 
December. ....... 100, 218 102,002 —1,784 














The comparative tables for 1913 and 1914 which have been 
given deal only with the total number of paupers. But the in- 
creases in the number of persons receiving outdoor relief were 
much greater and were maintained over a longer period of time 
than were the increases in the number of those receiving indoor 
relief. Tables VII and VIII present separately the data relating 
to the number of outdoor and indoor paupers. 

These two tables indicate several differences between the 
preliminary effect of the war on indoor as contrasted with out- 
door relief. 

1. The increases in the number of persons on the outdoor- 
relief lists are greater than those receiving indoor relief both as 
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to increases in absolute numbers and percentage increases. The 
high point for outdoor relief showed an increase of 34,090, or 
9.3 per cent, over 1913, whereas for indoor relief the highest 
week showed an increase of 7,558, or 3.1 per cent. 


TABLE VII 


PAUPERS IN RECErpTt OF INDOOR RELIEF ON EACH SATURDAY FROM 
Juty To DECEMBER, 1913 AND 1914: 
ENGLAND AND WALES 














Number in | Number in | Increase or 
Date Receipt of | Correspond- Decrease as P eae of 
Indoor Relief,| ing Week, Compared Deesenes 
1014 1913 with 1913 

[ere eee 245,360 | 243,351 +2,009 +0o.8 
re 245,593 243,390 +2, 203 +0.9 
OS rr 246,107 243,871 +2, 236 +0.9 
eee 247 ,003 244,055 +2,948 +1.2 
August 1...... cos) 266,532 243,613 +2,919 +1.2 
eee 248,402 244,085 +4,317 +1.8 
ee 251,085 244,815 +6,270 +2.6 
Ampust a2......... 252,500 244,942 +7,558 +3.1 
ee 251,470 244,469 +7,001 +2.9 
September 5.......| 251,422 | 244,003 | +7,329 +3.0 
September Dit tesne 251,743 244,290 +7,453 +3.1 
September 19...... 252,801 245,281 +7,520 +3.1 
September 26...... 253,278 246, 393 +6, 885 +2.8 
Octuber 3..........] 253,552 247,956 +5,505 +2.3 
October 10......... 253,688 250,349 +3,339 +1.3 
October 17......... 254,448 250,983 +3,465 +1.4 
October 24......... 254,863 252,217 +2,646 +1.0 
October §f......... 255,541 253,037 +2,504 +0.9 
ovember 7.......] 255,455 | 254,019 | +1,436 +0.6 

November 14.......| 255,927 255,883 + 44 +* 
November 21... .| 256,712 257,226 — 514 —0.2 
November 28.......| 257,465 258,668 1,203 —0.5 
December 5........ 257,632 260,077 —2,445 —0.9 
December 12.......| 257,927 261,215 — 3,288 —1.3 
December 19....... 258,105 261 , 868 — 3,763 —1.4 
December 26....... 257,432 261,781 — 4,340 | —1.7 














* Less than one-tenth of 1 per cent. 


In view of the unexpected hardships caused by the mobiliza- 
tion and the resulting industrial disorganization, it was, apparent- 
ly, the policy of the authorities to be liberal in the granting of out- 
door relief. 

2. The maximum increase for outdoor relief was not reached 
until the week ending August 29, whereas for indoor relief the de- 
cline began during the week ending August 22. The indoor per- 














PAUPERS IN RECEIPT OF OuTDOOR RELIEF ON EACH SATURDAY 
FROM JULY TO DECEMBER, 1913 AND IQI4: 


TABLE VIII 


ENGLAND AND WALES 
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centage increases, however, remained nearly stationary until the 
last week in September. 
3. The increase in outdoor relief as compared with 1913 was 
maintained throughout the whole remaining portion of the year 











Number in | Number in 
Date Reset r peupeee yee | “——- of 
ial, tone "aan ‘ with 913 
CI 6 suk ecco’ 370,310 | 365,686 4,624 1.2 
(rer 370,529 | 365,491 5,038 1.4 
eee 371,445 | 363,855 7,590 2.1 
eres. 371,340 | 362,937 8,409 2.3 
gg ere 372,153 | 363,460 8,693 2.4 
| >" ee 375,383 | 363,416 | 11,967 5.3 
August 15......... 392,349 | 364,805 | 27,454 7-5 
pe ree 308,237 | 364,534] 33,703 9.2 
re 308,757 364,667 34,090 9.3 
September 5........ 396,403 | 364,766 | 31,637 8.7 
September 12.......| 392,662 | 364,509 | 28,153 9.7 
September 19...... 389,827 | 364,456] 25,371 6.9 
September 26...... 387,750 | 365,055 | 22,605 6.2 
2 380,690 | 360,456 | 20,234 5.6 
October 10......... 380,020 | 362,730 | 17,290 4.8 
ee 379,281 | 363,119 | 16,162 4-5 
October 24......... 379,301 | 364,311 | 15,050 4.1 
October 31......... 378,377 | 364,405 | 13,882 3.8 
Novémber 7 379,040 | 365,381 | 13,659 3-7 
November 14....... 378,829 | 366,823 12, 3.8 
November 21....... 379,752 | 368,114 | 11,638 3.2 
November 29.......] 379,606 | 369,023 | 10,583 2.9 
December 5........ 379,793 | 370,239 9,554 2.6 
December 12....... 379,530 | 371,121 8,409 8.3 
December 19....... 379,780 | 371,865 7,924 2.1 
December 26....... 378,608 | 370,461 8,147 2.2 

















THE GREAT RECOVERY 


Distress caused by unemployment was fortunately, and prob- 
ably unexpectedly, of short duration. Two chief reasons may be 


1914, whereas for indoor relief the tide turned during November, 
and on November 21 the number in receipt of relief had fallen 
below the 1913 level. 


II 
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assigned for the rapid recovery of normal conditions of employ- 
ment:* 

1. The number of workmen who joined the forces tended to 
neutralize the reduction in the number of persons employed. 

2. Great activity in the trades engaged in filling the new gov- 
ernment orders for war supplies of all kinds tended to compensate 
for the depression experienced in other trades. 

It should be said, however, that the industrial revival which so 
quickly succeeded the period of depression that followed the out- 
break of the war brought about a recovery in the women’s trades 
more slowly than in the men’s trades. In the year 1915 there were 
trades, like dressmaking, in which there was still a considerable 
amount of unemployment, but there were other trades in which 
there was a shortage of women workers; and on the whole it was 
clear that further readjustments could be made with a little time. 
By April, 1915, the Labour Gazette reported a shortage of female 
labor in some branches of the clothing trades; in June, 1915, 
women were needed in excess of the available supply for many 
occupations, and in the following months the substitution of fe- 
male for male labor steadily continued. 

Early in the second year of the war the problem that had defi- 
nitely shaped itself was how to extend the employment of women 
so as to meet the great shortage of skilled and unskilled labor. By 
November, 1915, “everyone capable of work” was said to have an 
opportunity of employment; and it was clear that still larger 
numbers of women and girls, not previously employed in trade 
and industry, were needed in many occupations. 

The turn of the tide so far as outdoor relief was concerned did 
not begin until after January 1, 1915. For indoor relief the change 
came earlier. In Table VII it has already been indicated that as 
as early as the week of November 21, 1914, the number of persons 
receiving indoor relief fell below the number receiving indoor relief 
in 1913. This lower level was steadily maintained. Table [X 


* See report issued by the Board of Trade on the State of Employment in the 
United Kingdom in October, 1914 (Cd. 7703) and December, 1914 (Cd. 7755); and 
Forty-fourth Annual Report of the Local Government Board, 1914-1915 (Cd. 8195), 
PP. 44-45. 
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shows the total number of persons on the pauper lists on the last 
Saturday of each month in 1914 and 1915. 

Commenting upon these figures, and particularly the decided 
decline in March, the London Times noted that during this month 
there had been a general improvement in the employment situa- 
tion and that a scarcity of male labor had developed in many 


TABLE IX 


PERSONS IN RECEIPT OF RELIEF ON THE LAsT SATURDAY 
oF Each MonrTH, 1914 AND IQ1S: 
ENGLAND AND WALES 











Number in Number in | Decrease in rors 
Month Receipt of Corresponding | as Compared 
Relief, rors Week, 1914 with 1914 
pO eee 637,361 646, 313 8,952 
February......... 637,331 645,915 8,584 
March........... 627,903 643,643 15,740 
Oe 608 ,997 627,949 18,952 
orig sis die.oe or 595,100 622,006 26,906 
Siok ars Se Kae 584,580 618,315 33,735 
EES ras 576,106 618,349 42,243 
Eerie 571,727 650,227 78,500 
September........ 566,725 641,028 74,303 
See 562,404 633,918 71,424 
November........ 566 ,oor 637,071 71,070 
December. ....... 566, 338 636,040 69,702 














industries. ‘“The trades affected by war contracts continued busy, 
and the upward movement in wages became very pronounced.” 
Attention was also called to the rapid decline in pauperism which 
went on week by week in the second quarter of the year. Accord- 
ing to the Times: 

The increasing number of enlistments and the active demand for labor 
reduced unemployment to almost the vanishing point, except in a few luxury 
and other trades, which have been adversely affected by the war. In April 
the percentage’ of unemployed among the trade-union members not serving 
with the forces was lower than in any month during the last twenty-five 
years." 


So temporary had been the condition of distress resulting from 
the war that, in the first annual report issued by the Local Gov- 
ernment Board after the outbreak of hostilities (that for the year 


® Times (weekly edition), December 31, 1915. 
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ending March 31, 1915), attention was called to the fact that 
“notwithstanding the situation created by the war, the total 
number of persons in receipt of poor law relief in England and 
Wales was smaller at the end of the year 1914-1915 than at the 
end of the preceding year.” 

The report notes further that, after the sudden increase in the 
number of paupers during the month of August, 1914, “‘pauperism 
fell off steadily towards its normal level until, in January, 1915, 
the figures as compared with the corresponding figures of a year 
earlier show a substantial and growing decrease.’”’ So complete 
was the change that the pauper ratios in 1914-15 were consider- 
ably below the average for the five years from March, 1909, to 
March, 1914. 

The decline in the number of persons aided by the Distress 
Committees during the month of September in each of the years 
given is further evidence of the rapid recovery which was taking 
place in 1915. The number assisted was 436 in 1913, 4,141 in 
1914, 44 in 1915, and none in 1916. 


THE DISAPPEARANCE OF THE PAUPER 


At the close of the first eighteen months of the war, so great 
had been the decline in the number of persons receiving relief that 
there was general comment on the fact that pauperism had dis- 
appeared. The London Times at the close of 1915 commented on 
what was described as an “extraordinary state of things,” which 
even the experience of Christmas week had not appreciably modi- 
fied. Thus the Times editorial notes that ‘‘at the Christmas din- 
ners given at the workhouses and charitable shelters in London 
the number of guests was the smallest ever known. Single work- 
houses found their lists reduced by hundreds, and in many of 
them the whole company consisted of the sick and infirm.” The 
unprecedented reduction of the destitute was cited as an unan- 
swerable proof of the prevailing prosperity. “It disposes,” said 
the Times, 
broadly but absolutely of the contention that very few in the poorer sections 


of the population have derived any benefit from increased employment and 
higher wages, and that large masses of them are sufiering great distress from 
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the high cost of living. The men and women who have left the security of 
the workhouse and those who no longer seek the casual ward and the night 
shelter have to pay the price of necessaries like every one else; and since they 
have deliberately chosen to do so the burden cannot be crushing." 


Table X shows for England and Wales and for London sep- 


arately the total number of persons in receipt of relief from 1910 
to 1920 and the number per 1,000 population. The data in this 


TABLE X 


MerEAN* NuMBER OF PERSONS IN RECEIPT OF RELIEF 
AND RATES PER ESTIMATED POPULATION, 














IQI0-20 
ENGLAND AND War” Lonpon 

YEAR Number Number 

Number Fad 1,000 Number per 1,000 

‘opulation Population 
NG cece ced 814,717 23.0 123,368 37.3 
eee erry 782,901 21.9 120,787 26.7 
re 675,532 18.7 108,717 24.0 
ee 676,985 18.6 109,456 24.2 
DR cc a'vine sd 641,832 17.6 103,961 23.0 
a ee 644,440 17.4 102,924 22.8 
ee 590,655 15.9 89,762 19.7 
ee 541,110 14.4 81,980 17.8 
_ 501,853 "3.3 74,750 16.7 
ore 469 , 404 12.5 67,445 15.2 
INS oi aie castes 478,761 12.7 67,154 14.8 

















* The number given for each year is the mean of the number relieved 
on or about the first of January of one year and on or about the first of July 
pee. That is, the year covered by the Local Government Board Poor 

w Report ended in March of each year. 


table both for England and Wales and for the metropolis serve to 
confirm the statements already made as to the continuous decline 
in the number of persons in receipt of poor-law relief throughout 
the period of the war. For England and Wales, the rate for 1920 
was approximately 6 per 1,000 population lower than in 1913; for 
London, the 1920 rate was 9} per thousand below the 1913 rate. 
In terms of absolute numbers, the change is seen on a larger scale. 
The number of paupers in 4920 was close to 200,000 below the 
number in 1913 for England and Wales; for London, the number 
of paupers fell from 109,456 in 1913 to 67,154 in 1920, a decrease 
of 42,302 in the seven years. There had also been a decline among 


* Times (weekly edition), December 31, 1915. 
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the classes of paupers not included in the foregoing table. Be- 
tween December 31, 1914, and December 31, 1918, the number 
of pauper insane decreased 19 per cent; persons receiving out- 
door medical relief, 31 per cent; casual paupers, 80 per cent. 


THE ‘‘WORKHOUSE EXODUS” 


This decline in }»superism, which was so much commented on 
in the early part 0: 1916, continued throughout the war. Table 
XI shows for England and Wales and for London separately the 
gradual decline in the number of persons receiving public relief 
between March, 1913, and March, 1920. 


TABLE XI 


MEAN NUMBER OF PERSONS IN RECEIPT OF Poor-Law 
RELIEF IN ENGLAND AND WALES AND IN 
LONDON, 1914-20 

















ENGLAND AND WALES LonpDon 
YEAR 
Indoor Outdoor Indoor Outdoor 
Relief Relief Relief Relief 
IQI3-14..... 254,624 387, 208 71,905 31,966 
IQI4-I5..... 252,525 | 391,915 | 70,168 32,756 
1915-16..... 225,767 364,888 60,575 29,187 
IQ16-17..... 213,447 327,663 56,262 25,718 
1917-18..... 199,422 302,431 52,007 22,743 
1918-19..... 184,167 285 , 237 47,083 20,362 
I9IQ-20..... 180,927 297,834 | 45,211 21,943 
Decrease 
1914-20...| 73,697 89,374 | 26,784 10,023 
Percentage 
decrease. . . 28.9 23.1 37.2 31.3 

















The figures in Table XI indicate that, although the numbers 
in receipt of outdoor relief rose during the first year of the war, 
the workhouse population declined steadily. The figures given 
do not include the extraordinary decline in the workhouse casual 
wards, but, omitting the casuals, nearly 74,000 persons left the 
workhouses in the six years following March, 1914. In London 
alone, again excluding casuals, the workhouse population de- 
clined by 27,000. Moreover, this decline affected all classes of 
workhouse inmates, men, women, and children, and so impressed 
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the popular imagination that it was described as the “workhouse 
exodus.” 

The number of men who were workhouse inmates fell from 
123,070 on January 1, 1913, to 62,611 in 1919, a decline of 60,459; 
the number of women declined from 80,073 to 60,738 in the same 
period; the number of children in workhouses or poor-law schools 
fell from 72,149 to 59,761. 

Commenting on the fact that the pauper lists for indoor relief 
fell off more rapidly than the lists for outdoor relief in 1914-15, 
the London Times called attention to the large numbers of persons 
who left the workhouses as early as January, 1915, while the out- 
door figures remained high. “Nobody watches the variation in 
the condition of the classes bordering upon pauperism more keenly 
than the workhouse inmates,” said the Times, “‘and the oppor- 
tunity of sharing in the distribution of the wealth which the war 
had brought was promptly taken advantage of, and many began 
to take their discharge.”* 

The falsity of the old and shameful theory that people prefer 
public charity and the slothful existence of the workhouse to an 
independent life of hard work was never more completely exposed. 
The response to improved opportunity of employment was in- 
stantaneous; the demand for male labor was immediately met by 
the men who had been rejected in the labor market and driven 
into the workhouse in time of peace, but who seized the first 
opportunity to escape to normal conditions of life and work. 

Pauperism declined during the war period in Scotland and in 
Ireland as well as in England. In Scotland as in England, a de- 
cline in the number of persons in receipt of relief took place after 
1911, a decline brought about by the old-age pension acts; but 
the effect of the war was to cause a very sharp and continuous fall 
in the number of indoor paupers after 1914, and in the number of 
outdoor paupers after 1915. Comparing the year 1913 with the 
year 1918, the number of persons receiving indoor relief fell from 
13,240 to 7,653, a decline of 42.2 per cent; and the number of 
persons receiving outdoor relief fell from 73,953 to 58,913. 


Times (weekly edition), December 31, 1915. In England the “workhouse” is, 
of course, a poor-law institution, and not, as with us, a house of correction. 
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In Ireland, the report of the Local Government Board called 
attention in 1918 to the fact that “the reduction in the number in 
receipt of relief which commenced in 1910 has been well main- 
tained during the past year.” 

The number of inmates of workhouses fell from 37,435 in 1913 
to 29,253 in 1918, a decline of 22 per cent; the number in receipt 
of outdoor relief fell from 39,907 in 1913 to 34,947 in 1918, a 
decline of 12 per cent. 

The Irish Local Government Board explained the reduction in 
the number of persons receiving poor relief as being largely attrib- 
utable to two causes: (1) the migration of laborers to Great 
Britain, and the consequent opening of employment for the less 
fit, and (2) the receipt of separation and dependents’ allowances 
by persons formerly chargeable to the rates. 


DECLINE IN THE NUMBER OF “HOMELESS POOR,” VAGRANTS, 
AND CASUAL PAUPERS 


No class of paupers left the workhouses so promptly as the 
inmates of the casual wards. Although an increase in the total 
number of paupers occurred during the first weeks of the war, the 


number of casual paupers, i.e., the men occupying the workhouse 
casual wards, the drifters who in America would be called “hobos”’ 
or “‘tramps,’’ decreased at once. There had, however, been a 
decline in the number of “‘casuals,’’ vagrants, and homeless per- 
sons before the war began; and the general situation of this class 
had been greatly improved on the eve of the war by two circum- 
stances: (1) the adoption in 1912-13 of the plan by which the 
administration of the casual wards in London was unified by being 
placed in the hands of the Metropolitan Asylums Board; (2) the 
formation in March, 1912, of the “Metropolitan Poor Law In- 
spectors’ Advisory Committee on the Homeless Poor.”” This com- 
mittee consisted not only of representatives of official bodies like 
the Local Government Board, the Metropolitan Police, the Cen- 
tral Unemployment Body, but it also included representatives of 
all the important philanthropic agencies dealing with the relief of 
homeless persons, such as the Charity Organization Society, the 
Salvation and Church Army, and similar organizations. The pur- 
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pose of the committee was not merely to give temporary relief to 
the vagrant but to assist him, through a co-ordination of the vol- 
untary agencies, to make a new start in life. 

The first report of the London “Advisory Committee on the 
Homeless Poor” contains an account of the situation in London 
during the decade preceding the formation of the committee. 
There had been an increase in the number of homeless persons and 
vagrants beginning in 1901, after the South African War, and 
this increase appears to have been well maintained until the years 
1912-13." The report of the committee contains the following 
statement (pe6) regarding the situation in London following the 
South African War: 


Many of these [homeless persons and vagrants] flocked to the Metropolis 
and swelled the ranks of those destitute persons who collected nightly in 
Central London. The Embankment had for years been the chief center at 
which such persons congregated. They were originally attracted to this 
spot by such shelter from the weather as the bridges afford, and probably to 
the locality generally by the proximity of the theatres and restaurants, where 
they could often earn a few pence by fetching cabs or carriages when those 
places of entertainment closed. The staircases and landings of houses have 
always afforded refuge to some, but their numbers are relatively few, and 
those making use of such shelter are usually found in the proximity of com- 
mon lodging houses in which they would have slept at night, had they the 
few pence required to pay for a bed. These lodging houses are especially 
numerous in Whitechapel, and it is in this district, and in particular streets 
of it, where destitute persons thus sheltering themselves have been most 
frequently discovered when search has been made for them. It is here men 
and women, often with a child, take advantage of the open door of a tene- 
ment house, and there can be no question that their condition of destitution 
is extreme. 


The census of “homeless persons,” vagrants, and casuals tak- 
en annually for the London County Council on a winter night 
showed 6,644 persons enumerated February 18, 1910, in casual 
wards or other places where free beds could be found, or in the 
streets or sitting up in shelters, but the number had fallen to 2,881 
on the night of February 13, 1914. These homeless persons were 
supposedly “able-bodied” men and women who could not pay 


t See the Report of this committee to Mr. John Burns, President of the Local 
Government Board, to December 31, 1913 (Cd. 7307), pp. 6-7. 
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for even the cheapest shelter and finally accepted, because they 
must, the shelter of the casual ward, for the casual ward is said 
to be a last resort for those who “sleep out,’”’ probably because 
of the compulsory bath and the labor task. 

The decline, during the five years before the war, in the num- 
ber of homeless persons may have been due in some measure to an 
improvement in the employment situation and to the effect of the 
new social machinery that had come into operation, labor ex- 
changes, health insurance, and old-age pensions; but the change 
was certainly due in part to the improved methods of dealing with 
the vagrant class and, in particular, to the transfer of the casual 
wards to the Metropolitan Asylums Board in 1913. 

From whatever cause, it is clear that vagrancy was declining 
in London before the war. The immediate effect of the mobiliza- 
tion was to accentuate this decline. The figures given in Table 
XII show the number of casual paupers in London reported at the 
close of each of the four weeks of August, 1914, in comparison 
with the same weeks for 1913. 


TABLE XII 


CasvuaL Paupers: LONDON 








Decrease 
in 1914 





August— 
First week 346 358 12 
Second week 204 350 56 
Third week 260 346 86 
Fourth week 194 325 131 














The immediate decrease in vagrancy in London is of great 
interest because it occurred at a time when the number of indoor 
and of outdoor paupers was increasing. In London, apparently, 
the men who had been classed as beggars, “‘wastrels,”’ and “‘won’t 
works” must have joined the colors very promptly. The falling 
off in numbers could not, at this time, be explained on the ground 
that they had suddenly found employment outside of the army, 
for unemployment was increasing instead of decreasing during 
these weeks. The decline in the number of casual paupers con- 
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tinued throughout the war; and the tramp had practically dis- 
appeared from London life when the war came to an end. Thus 
the number of persons relieved in the casual wards in London on 
January 1, 1913, Was 534; 292 in 1914, 224 in 1915, 125 in 1916, 102 
in 1917, 88 in 1918, and 40 in 1919. The number increased as a 
result of demobilization to 76 in 1920 and 206 in 1921. 

In 1912 there were 28 casual wards in London; in 1913 under 
the Metropolitan Asylums Board there were 13; in 1918 there 
were only 6. 

A further indication of the disappearance of the London va- 
grant is to be found in the decrease in the number of persons found 
homeless at night in London. The census of persons" found home- 
less in streets, on staircases, or under arches for the period 1914- 
19 was as follows: on a single night in 1914, 434; on or about the 
same date in 1915, 178; in 1916, 44; in 1917, 28; in 1918, 9; in 
1919, 8. 

TABLE XIII 
CasuaL PAauPERS: ENGLAND AND WALES 








Increase or 
Decrease in 
19T4 





August 
First week 8,913 + 898 
Second week 8,124 + 264 
Third week 8,121 — 390 
Fourth week 7,241 —1,619 

September 

6,030 —1, 286 

5,946 6 ae 

5,673 —1,423 

5,587 —1,692 














The course of casual pauperism throughout England and 
Wales was very much like that in London. The figures in Table 
XIII, however, indicate that during August, 1914, the numbers 
for the country as a whole did not fall off so rapidly as in London. 

Early in 1915, the poor-law inspectors of the Local Govern- 
ment Board reported a general decrease in vagrancy. The report 

* Persons accommodated in casual wards, common lodging-houses, Rowton 


houses, and shelters not licensed as common lodging-houses are not included in this 
census. 


- 
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of the Local Government Board for the year ending March 31, 
1915, called attention to the fact that all but one of the inspectors 
had reported “‘a large decrease in their respective districts for the 
year, especially for the last quarter.”’ The single exception was in 
the East and West Ridings of Yorkshire. In all other parts of the 
country, homeless casuals and tramps were disappearing. Ex- 
tracts from reports of some of the poor-law inspectors are of inter- 
est. Thus, Inspector A reported that “returns for the Hertford- 
shire vagrancy committee show in the quarter ended 31st March, 
1915, a decrease of 2,179 vagrants, or 22.4 per cent, as compared 
with the corresponding quarter of last year.” 

Inspector B said, in commenting on the decrease of 14} per 
cent in his district: ““The whole of this astonishing decrease has 
occurred in the last half of the year It may therefore be in- 
ferred that practically the whole of the decrease is due to the 
abnormal demand for man-power which set in as a result of the 


9 


war. 
Inspector D reported that in a few neighborhoods where pub- 


lic works were under construction, “able-bodied working men 
traveling thither have been admitted to the casual wards, but 


for the most part the men now coming to the casual wards are 
those who are incompetent, either from mental, moral, or physical 
defect.” 

Another inspector said that the reductions in casual pauper- 
ism strongly supported “‘the view that the number of absolutely 
unemployable men on the roads is very small, but that, besides 
the considerable number who are not willing to work, the major- 
ity of tramps in normal times are unable to obtain employment on 
account of inferiority in skill or stamina.” 

In the report of one inspector three important causes were 
assigned for the decrease in vagrancy that was everywhere ap- 
parent. These were (1) the widespread good trade conditions and 
demand for labor, (2) the formation of vagrancy committees, and 
the introduction of the way-ticket system, and (3) the mobiliza- 
tion of army reserve men who were on the road, and the enlist- 
ment of other vagrants." 

* Cd. 8195, p. 12. 
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As in London, so in the whole of England and Wales, the de- 
cline in the number of casual paupers which set in so soon after 
the beginning of the war continued throughout the war. Taking 
the numbers relieved on or about the first of January each year, 
there were in 1914, 7,719 persons in the casual wards, and this 
number fell to 5,351 in 1915, 4,034 in 1916, 2,885 in 1917, 1,556 
in 1918, and 1,053 in 1919. In 1920, however, as a result of post- 
war conditions, the number rose to 2,086. 

Discussing the situation on January 1, 1916, the New Siates- 
man noted that “for the first time in three centuries the able- 
bodied pauper has practically disappeared out of the land.” Up 
and down the country the able-bodied wards of the workhouses 
had been “emptied of all who were really able-bodied; the army of 
tramps on the road, estimated in bad years at as many as 80,000, 
has dwindled to a few poor stragglers; the casual ward stands 
often night after night unoccupied.” The significance of this 
change was not lost sight of. This remarkable disappearance of 
the able-bodied pauper, according to the New Statesman, brought 
home “‘an uncomfortable conviction of our uncharitableness in be- 
lieving evil of our fellow-creatures. These vagrants, these melan- 
choly workhouse inmates, were after all, not so incurably ‘work- 
shy’ as we had complacently assumed.” It was pointed out that 
these ex-casuals were at the lowest level of the wage-earning 
group. They had not left the workhouses for comfortable jobs at 
fabulous wages. They were for the most part earning not more 
than a pound a week, or at the most as much as thirty shillings. 
Contractors and farmers and wharf-foremen in different parts of 
the country were said to be actually getting unskilled laborers at 
such rates, with food 40 per cent above normal prices. But the 
war had demonstrated that the able-bodied wards would be emp- 
tied whenever there was any reasonable assurance of a continuity 
of hard manual toil at four or five shillings a day. 

In consequence of the decline in the number of homeless men 
and women, casual wards in the workhouses became empty and 
were quickly put to other uses. In 1918 the Local Government 
Board reported that superfluous casual wards were being closed 

TVI, 296. 
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all over the country. As a result of the applications received from 
boards of guardians and county vagrancy committees, 257 casual 
wards were temporarily closed with the consent of the Local Gov- 
ernment Board, and in 27 counties schemes were approved for 
pooling the cost of the relief of vagrancy. 

In the following year the Local Government Board reported 
that further progress had been made in the direction of closing 
superfluous and little-used casual wards and pooling the cost of 
the relief of vagrancy in certain areas affected. More than 300 
casual wards were reported to have been closed, and these wards 
were not closed hastily or without due evidence that they were no 
longer needed. 

The great decline in vagrancy, which was, among the poor, 
one of the most striking effects of the war, unfortunately came to 
an end with its close. Statistics show a sudden increase in the 
number of casual paupers during the years following the armistice. 


DECLINE IN OLD-AGE PAUPERISM 


It is clear from the account already given of the “workhouse 
exodus” that a large number of aged persons who were formerly 
workhouse inmates found it possible to escape from the bondage 
of institutional life while labor was in such demand that even the 
broken-down man who had become a semi-invalid pauper could 
find work enough for self-support. The chairman of the Board of 
Guardians for one of the large London unions described the whole- 
sale departure of supposedly incapacitated men and women from 
the workhouse. Men, she said, who had been workhouse inmates 
for many years were able under the stress of war conditions to go 
out and find their own jobs. This experience appears to have been 
a common one. Moreover, there was a falling off not only among 
the quasi-invalids, but also among the men and even women who 
were seventy years of age or over. Table XIV shows the decline 
in the number of persons of this age who were in receipt of either 
indoor or outdoor relief during this period. 

Further evidence of the change in the condition of the aged 
poor is indicated by the decline in the number of persons who filed 

: Forty-eighth Annual Report of the Local Government Board, 1918-1919 (Cmd. 
413), P- 93- 
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claims for old-age pensions, 1914-20. Thus, in the year ending 
March 31, 1914, 121,748 old-age pension claims were filed; this 
number fell to 115,082 in 1915, 101,757 in 1916, 102,799 in 1917, 
and 102,207 in 1918. The numbers then rose again to 105,141 
in 1919, and to 157,286 in 1920. 

Similarly, the number of pensioners decreased. Thus the num- 
ber of old-age pensions payable on the last week in March was 
984,131 in the year 1914, rising to 987,238 in 1915 and then falling 
to 978,112 in 1916, 947,780 in 1917, 943,077 in 1918, and 920,198 
in 1919. The numbers then rose to 957,915 in 1920. 


TABLE XIV 


PERSONS SEVENTY YEARS OF AGE AND OVER IN 
RECEIPT OF RELIEF 








Noumser or Acep Persons RECEIVING 
RELIEF 





Indoor Outdoor Total 





January 1, 1910 57,701 | 138,223 | 195,924 
January 1, 1911 55,262 93,177 | 148,439 
January 1, 1912 49,373 9,530 58,903 
January 1, 1913 49,207 8,563 57,770 
January 1, 1914 48 , 103 8,045 57,048 
January 1, 1915 47,197 8,456 55,653 
January 1, 1916 45,747 8,792 54,539 
January 1, 1917 43,456 8,479 51,935 
January 1, 1918 39,129 7,624 46,753 
January 1, 1919 36, 209 6,950 43,249 
January 1, 1920 38,225 8,621 46,846 














Further evidence of the greater prosperity of the aged poor 
and their relatives during the war may be found in the statistics 
showing the number of pensions revoked during the war years. 
Thus in the year ending March 31, 1914, there were 13,690 pen- 
sions revoked; 15,414 in 1915, 17,410 in 1916, 18,717 in 1917, 
17,469 in 1918, 17,542 in 1919. The revoking of these pensions 
indicated of course an increase in the means of the pensioners. 


DECLINE IN THE NUMBER OF FREE SCHOOL MEALS 


Evidence of the decline in destitution during the war is also 
found in the marked falling-off in the number of children given 
free dinners at school. The Provision of Meals Act, 1906, enabled 
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local education authorities to supply free meals to school-children 
who were unable because of lack of food to take full advantage of 
the education provided for them. Table XV shows the extent of 
school feeding from the year 1913 to 1920. 


TABLE XV 


NuMBER OF AUTHORITIES Provipinc ScHoot MEAaLs, Noum- 
BER OF CHILDREN FED, AND NUMBER OF MEALS 
PROVIDED FOR THE YEARS 1913-20: ENGLAND AND 











WALES 
Number of Total Number 
Year Endirg Authorities of Children an! qo fy 
March 31 Which Fed Fed in the in the ‘ear 
under the Act Year 
ee 137 358,306 19,001,729 
Wvaxasseeres 98 156,531 14,525,593 
Ricaxescwaee 134 422,401 29, 560,316 
eer 116 118,114 9,957,034 
IQT7....--eeee. 94 65,301 557775147 
ere 88 60,633 6,518,174 
IQIQ....+.+.06- 86 535742 5,647,954 
GOD. i cccccudes 117 69,554 6,300,643 














The number of children fed at school increased from 156,531 
in the year ending March 31, 1914, to 422,401 in the year ending 
March 31, 1915—an increase of 265,870, or 169.9 per cent, during 
the first year of the war. It is also significant that the number of 
areas in which children were fed also increased from 98 in the 
year preceding the war to 134 during the first year of the war. 
The decline in the number of children fed and in the number of 
areas in which children were fed was rapid after the industrial 
recovery during the second year of the war; and this decline con- 
tinued until the year ending March 31, 1920, when the number of 
children fed increased again along with the increase in post-war 
unemployment. Thus there was a very marked increase (of 36.0 
per cent) in the number of areas providing meals in the year end- 
ing March 31, 1920, as compared with the preceding year, and an 
increase of 15,812, or 29.4 per cent, in the number of the children 
fed. 

It is of interest that along with the decline in the number of 
children fed during the war, there was an increase in the number 
of meals paid for by parents. The great increase in the employ- 
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ment of married women outside the home, the increased ability 
of parents to pay, and the increased rise in the prices of food were 
assigned as the chief causes for the change. 


TABLE XVI 


ToTaL EXPENDITURE FOR THE PROVISION OF SCHOOL 
MEALS AND THE PROPORTION OF EXPENDITURE 
CONTRIBUTED BY PARENTS, 1913-20 
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The chief medical officer of the Board of Education reviewed 
in the last year of the war the school-feeding situation as follows: 


Soon after the outbreak of war in 1914, the number of necessitous chil- 
dren fed under the provisions of the Act reached its maximum, but with the 
distribution of the naval and military separation allowances, the rise in 
wages, and the increase of opportunities for employment, the number de- 
clined, until at the present time the number of necessitous school children 
being fed is considerably less than that at any other period since 1906. On 
the other hand, owing to circumstances arising out of the War, a larger num- 
ber than heretofore of children who cannot be said to be necessitous have 
been provided for by Local Education Authorities. In these cases some pay- 
ment in return for the meals supplied has been made by the parents or 
guardians of the children. The chief factors which have contributed to this 
increase of provision for non-necessitous children are the greatly enhanced 
price of foodstuffs, and the extensive employment of married women in 
factories and workshops. This latter fact, in occasioning the withdrawal of 
the mother from the home, has rendered impossible in a number of cases the 
preparation and supply of a mid-day meal in the home for the children, and 
consequently there has been an increased demand for school meals." 


Table XVI indicates the total expenditure for the provision of 
school meals and the proportion of this expenditure which was 
contributed by parents. 


t Annual Report for the Year Ending March 31, 1918, of the Chief Medical Officer 
of the Board of Education (Cd. 9206), p. 128. 
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Further evidence of the decline in destitution during the war 
is to be found in reports as to the physical condition of school- 
children. For example, an inquiry was undertaken in January, 
1918, in Bedfordshire to determine how far school-children were 
being adversely affected by the food situation. 

The director of education reported on the basis of the inquiry 
that he was forced unhesitatingly to the opinion that on the whole 
the children had not been adversely affected by the food problem, 
but were “‘actually better clothed, better shod, better fed, and in 
better health than they were in pre-war days.’’ This satisfactory 
condition of affairs, the director of education added, was un- 
doubtedly due to the fact that even with the shortage of food the 
children were “provided with more food than in pre-war times, as 
their parents were financially better off and could buy more food 
even under present conditions than they could in times when food 
supplies were greater and wages lower.” A number of teachers 
volunteered information as to two points: (1) that many of the 
children who stayed at school for dinner also had a hot meal in 
the evening; (2) that many children were having a hot midday 
meal four or five days a week. 


USE OF POOR-LAW INSTITUTIONS FOR MILITARY PURPOSES 


As early as December 15, 1915, before it became apparent that 
there would be a general exodus from the workhouse, the Local 
Government Board had given consent to arrangements or had 
been responsible for initiating arrangements for using poor-law 
institutions of various sorts, poor-law schools, infirmaries, and 
even the main workhouses, for military purposes of different 
kinds. The emergency uses to which these institutions were put 
in the early months of the war included the billeting of troops, the 
temporary reception of Belgian refugees, the temporary reception 
of wives and families of interned enemy aliens, and hospital facili- 
ties for the wounded both of the British and Belgian armies. Part 
of the accommodation thus provided was the margin of spare ac- 
commodation which many of the poor-law authorities maintained. 
Soon, however, as the demand for institutional facilities for war 
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needs became imperative, the question of displacing workhouse or 
infirmary inmates arose. The Local Government Board explained 
that while they 


gladly facilitated the appropriation of any accommodation which could be 
reasonably spared by the [poor-law] Guardians, they did not lose sight of the 
fact that the accommodation had been primarily provided to meet the needs 
of the civilian poor, and they were assured that it was not the wish of the 
Military Authorities that infirmary accommodation which might be expected 
to be required for the use of the civil population should be taken for the use 
of the military. 


In the first winter of the war, however, it became apparent 
that great sacrifices must necessarily be made by all sections of 
the population in order to carry on the war. The need of hospital 
facilities for wounded soldiers became more pressing, and the 
Local Government Board offered to assist the Army Council in 
finding an additional number of beds. This was done by well- 
organized arrangements for a national pooling of poor-law ac- 
commodations. Under this arrangement an additional 30,000 beds 
in poor-law institutions were promptly placed at the disposal of 
the Army Council. In making this arrangement, the institutions 
assigned for hospital uses were those which were the best equipped 
or those in which because of their location skilled medical and 
surgical assistance could most readily be obtained. It was neces- 
sary also that institutions selected for military uses should be 
conveniently accessible on the main railway lines. Approximately 
10,000 of the 30,000 beds furnished by the poor-law authorities 
during the first winter of the war were in London. Although great 
efforts were made to care for the displaced inmates as satisfac- 
torily as possible under the circumstances, the condition of the 
aged and sick poor was for the time being very considerably wors- 
ened. ‘In some cases,”’ says the Local Government Board Re- 
port for the year ended March 31, 1915, ‘“‘displaced inmates have 
been accommodated in public elementary schools placed at the 
disposal of the [poor-law] Guardians by local education authori- 
ties.” In particular, the best of the tuberculosis accommodation 
was required for the invalid soldiers, and the sick paupers were 
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for the time being removed to the least desirable or most poorly 
equipped institutions." 

In the second year of the war, the number of hospital beds 
transferred from poor-law to army uses had increased to approxi- 
mately 40,000; and in the following year there was a further in- 
crease to 56,000 beds, 15,000 of which were in metropolitan Lon- 
don. During the last year the number of such beds continued to 
increase, until at the time of the armistice 74,000 beds, of which 
22,000 were in institutions belonging to the London authorities, 
had been transferred from poor-law to military uses. These ac- 
commodations have, of course, for the most part been handed 
back to the poor-law authorities since the close of the war. In 
April, 1919, 57,000 of the 74,000 poor-law beds which the military 
authorities had been using were still retained by them, but this 
number had fallen to 5,000 by April, 1920.” All the expenses of 
operating these institutions were of course transferred to the War 
Office, and arrangements were made also for compensation to the 
poor-law authorities for any damages resulting from the changed 
uses to which the institutions had been put. In no case, however, 


* These changes may, of course, be responsible for some small part of the shrink- 
age in the number of paupers during the war. The chairman of one of the boards of 
guardians in a large London union explained to the writer in 1919, for example, that 
the very modern equipment which the union had provided for persons suffering from 
tuberculosis was given over for the use of soldiers, and the pauper patients who had 
been accommodated there were moved to a very old and poorly equipped infirmary 
in another union. The death-rate among the paupers thus removed was so high, 
partly no doubt as a result of the change, that some of the patients went to their 
homes, saying that as they were going to die anyway, they might as well die at home. 
Others who would under more favorable conditions have sought admission to the 
institution preferred under the changed circumstances to remain at home. 

2 It is of interest that all the accommodations returned to the poor-law authori- 
ties are apparently not needed since the way for poor-law uses. The First Annual 
Report of the Ministry of Health, 1919-20, says, for example: 

“The return to the guardians of these infirmaries at the present time has 
made it possible to dispose of institutions in some cases for other than poor law pur- 
poses. Four complete institutions have thus been placed at the service of the Minis- 
try of Pensions. In some cases negotiations are in progress for handing over Insti- 
tutions to local authorities under the Mental Deficiency Act; in others, premises 
have been let or sold for housing purposes. It has been the general policy of the 
Ministry when accommodation of a comparatively low grade has been improved 
for hospital purposes, to encourage proposals which give the fullest possible scope 
for its improved character.” 
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was any rent paid for the occupied premises. That is, the general 
arrangement made was that no extra expense should fall on the 
poor rates because of the change, but that in no case should a 
profit be made out of the transaction by the poor-law authorities. 
By March 31, 1919, 600 claims for compensation, amounting to 
more than £4,300,000, had been submitted by the poor-law au- 
thorities in respect of the military use of their accommodations. 


SOME REASONS FOR THE DECLINE IN PAUPERISM 


Some of the reasons for the decline in the pauper rates have 
already been indicated. Two of the most important of these were 
(x) the effect of enlistments in withdrawing able-bodied men from 
the labor market, and (2) the opportunities for semi-invalid and 
handicapped men and even women to engage in the labor market 
again. 

But does the decline in pauperism indicate a general improve- 
ment in the standard of comfort of the working classes? It is 
hardly within the scope of this article to deal with this question, 
but it may be pointed out here that the pauper class is recruited 
from the least skilled and most poorly paid section of the working 
classes. A rise in wages or an improvement in conditions of em- 
ployment in this class would therefore affect the pauper rates, 
even though the rate of wages and standard of living for the more 
highly paid workers were adversely affected during the same 
period. 

The general effect of the war on wages and conditions of labor 
cannot be discussed here. But as regards the situation of those in 
the lower levels of the wage-earning classes, several points may 
be indicated: 

1. Unemployment had disappeared, so that whether or not 
wages had risen in proportion to prices, it is clear that the wage- 
earners of the lower grades who had suffered so acutely in pre- 
war days from irregularity of employment found themselves in a 
greatly improved position when work continued without inter- 
ruption. 

2. The regulation of the liquor traffic improved conditions in 
thousands of homes where the wage-earning father or mother had 
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wasted a portion of the income on drink. This preservation of the 
income for family uses was a factor affecting those who had been 
the poorest and most degraded of the working-class group. 

3. The regular receipt of a separation allowance in homes 
where the chief wage-earner had been a shirk, a drunkard, and a 
wastrel gave a regular income to many families from the absent 
husband and father who had been only a drain on the family re- 
sources when at home. In many cases, too, when the husband and 
father had deserted the family, his enlistment and consequent 
“allowance” meant a regular income from a source from which 
nothing had been coming before the war. 

A London clergyman who arranged for the separation allow- 
ance in the case of a “wastrel” husband and father who had 
joined the forces asked a small child in the Sunday school how the 
family was getting on. “Oh, very nicely, thank you, sir,” replied 
the child, “‘and mother is very grateful for the allowance and she 
hopes now as father will never come back!” 

4. The increased opportunities of employment for women and 
the increase in women’s wages. In many homes there was added 
to the regular separation allowance a high wage earned regularly 
by the mother, who before the war had earned low wages as a 
charwoman or had earned nothing at all. 

5. Finally, in many of these families there were additional and 
high wages earned by the boys and girls who were old enough to 
go to work. 

From whatever cause, the fact is not to be questioned that 
there was a great improvement in the condition of the families 
who had lived near the poverty or pauper line before the war. 


EpitH ABBOTT 
UNIVERSITY OF CHICAGO 





THE FIRST ATTEMPT OF THE LABOR PARTY 
TO GOVERN GREAT BRITAIN 


In December, 1922, the Coalition ministry under Lloyd 
George came abruptly to an end; a year later the Conservative 
government which replaced it suffered defeat at the polls; then 
the Labor ministry took up the reins of government, only to be 
forced out of office last November by the same Conservatives 
they had helped to oust ten months before. In January, 1923, the 
Liberals combined with the Laborites to overthrow the Baldwin 
ministry; they then co-operated with the Conservatives to over- 
come the MacDonald government in October. In other words, 
Great Britain has held three elections in less than two years, for 
as soon as his party was defeated in the House of Commons, the 
Labor premier dissolved Parliament, because he felt that this was 
a great opportunity to crush the Liberal party and return to the 
House of Commons stronger than before. What had his govern- 
ment been able to accomplish in its nine months of power that he 
should have been so optimistic of the outcome? 

For more than a dozen years British politics has been in a 
state of flux, as no single party has remained exclusively in power 
long enough to make its influence felt as a party. It has been pre- 
eminently an era of coalitions in a country notoriously hostile to 
coalitions. In 1911, the Liberal party found itself, after its fight 
for the Lloyd George budget and for the emasculation of the House 
of Lords, dependent on the Irish Nationalists and the Laborites, 
for whose support they paid by social legislation and a Home Rule 
Bill. The grinding necessity of the war produced a coalition min- 
istry, first under Mr. Asquith and then under Mr. Lloyd George. 
Labor soon became dissatisfied with this arrangement and com- 
pletely overhauled their party organization during the later months 
of the war. Mr. Asquith and his followers also withdrew, leaving 
the coalition very Conservative in tone. At the famous Carlton 
Club meeting the Conservatives deposed Mr. Lloyd George, and 
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brought on an election in which they won a decisive victory. The 
record of the new Conservative ministry, whether under Mr. 
Bonar Law or Mr. Baldwin, was far from impressive, and unem- 
ployment and business depression compelled the iatter to seek 
in protection and imperial preference a remedy for the prevailing 
economic distress. With these as his leading issues, he brought on 
an election, the result of which surprised everybody. It left the 
Commons rather equally divided among the three parties, no one 
of them being possessed of a majority, with the result that the 
Liberals helped bring about the resignation of Mr. Baldwin and 
the accession to power of Labor under Mr. MacDonald, the first 
Socialist premier in British history. 

The Labor government met Parliament early in February last. 
Soon after the beginning of August, Parliament adjourned for the 
summer. During the sessions, they had been outvoted ten times, 
at least once upon what might be termed a “vital issue”; and 
during the summer recess, the opposition predicted that the min- 
istry would, on the reassembling of Parliament, receive a veritable 
baptism of fire; and some important newspapers prophesied that 
they would be forced to resign. 

The jeremiads of staid old Tory gentlemen a year ago were 
almost convincing, as they pleaded with Mr. Asquith and Mr. 
Baldwin to forget their differences and effect some working agree- 
ment to keep out the hated socialists with their schemes for sub- 
verting cherished institutions. At the same moment, the more 
visionary and idealistic Laborites welcomed the MacDonald min- 
istry as the beginning of an entirely new order of things, which 
would bring measurably closer a sort of twentieth-century uto- 
pia. The fears of the one and the hopes of the other have alike 
failed of realization. The first Labor government at Westminster 
did nothing revolutionary. 

In the strictest sense, of course, Labor was never in power at all, 
since it depended at every stage on the support of either Liberals 
or Conservatives—a Labor ministry with a safety device. Hence 
it is unfair to judge Labor entirely on its record, because its hourly 
existence rested with its political rivals. Labor cannot deny, how- 
ever, that it was allowed considerable freedom of action; for 
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Liberals and Conservatives alike dealt fairly, in the main, with 
His Majesty’s government of the day. The Liberals, in particu- 
lar, were long-suffering and kind, but whether this forbearance 
was due to benevolence or to their own disorganized condition 
will soon be evident. Making somewhat of allowance for their 
inexperience and tenuous hold upon power, what did the Labor- 
ites actually accomplish in their nine months of office? 

Labor assumed control at a very trying time, when Anglo- 
French relations were greatly strained and industrial conditions 
critical in the extreme. Immediately on taking over the govern- 
ment, Mr. MacDonald faced a strike of serious proportions. Hav- 
ing settled this only after great difficulty, he found himself con- 
fronting another and another, until England seemed cursed with 
an epidemic of strikes. These industrial disturbances were prob- 
ably consequent upon the Labor party’s coming of age, and are 
indicative of the rapidly increasing self-consciousness of the labor- 
ing classes which has come in the train of the world-war, whether 
it be in Great Britain, France, or Russia, in all of which Labor 
has been in power. In Great Britain, at least, the strikes were 
occasioned by the ignorance of the worker and the rapacity of 
the profiteer, neither of whom was willing to forget the Golden 
Age during the war. The new ministry found these strikes un- 
usually embarrassing, but they showed rare tact and praise- 
worthy firmness toward people of their own class, even when they 
ran the risk of losing the support of the left wing of their own 
party. Fortunately, they showed themselves more patriotic than 
class conscious, and won the confidence and respect of the country. 

The election of 1923 repudiated protection, and the new cab- 
inet boldly abolished the McKenna duties in the face of the bitter- 
est opposition from the protected industries. In the light of the 
hard fight put up by these “‘vested”’ interests, one can only sur- 
mise what might have happened had they been given sufficient 
time to intrench themselves as they have in our own country. 

In preparing the budget, Labor surprised all parties by its 
magnanimity. The Snowden budget contained nothing radical, 
and little that was objectionable even to the stiffest Tory. The 
duties upon the breakfast table were materially reduced, but it 
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now appears that middlemen have absorbed most of the reduc- 
tion, leaving tea, coffee, and chocolate nearly as expensive as 
ever. Much was made, at the moment, of the repeal of the tax 
upon cheap amusements, but seats in the gallery or the pit at 
the theater cost the same as before. Only the cheaper seats at the 
“movies” (cinema) were reduced. Nothing was said of the capital 
levy, although it was intimated that land-tax values must come 
in for a readjustment soon. 

British agriculture was found in a parlous condition. Various 
expedients were suggested, but the only remedy afforded by the 
Labor ministry was a minimum wage for the agricultural laborers, 
which was poor solace to those farmers already unable to pay the 
current scale of wages. The truly desperate plight of the farmers 
is one for which they are only slightly responsible. In many in- 
stances only a small portion of the retail price of agricultural prod- 
uce goes to the farmer, and the present system of distributing 
food products is wasteful in the extreme. The strike of the porters 
at Covent Garden market made it clear that the importance of 
the middlemen in distributing fruits and garden products to the 
metropolitan area of London has been greatly exaggerated. The 
lessons of this strike were so instructive that public opinion may 
lead to a more efficient (and less expensive) system of food dis- 
tribution for the English metropolis, which cannot but redound 
to the advantage of the agriculturist. 

The housing problem was another vexatious legacy from the 
Baldwin ministry. Mr. MacDonald grappled with it, and with 
more success, perhaps, than Conservative critics will concede. 
Nowhere was the embarrassment of the Labor government more 
evident, as they encountered the profiteering tendencies of rings 
of building contractors on the one hand, and the monopolistic 
tendencies of the trade unions in the same industry on the other. 
The ministry wrested some concessions from both of these warring 
groups, with a promise of co-operation from each. The Wheatley 
Bill had many virulent critics. It had the merit, however, of being 
an extensive scheme for supplying inexpensive houses over a pe- 
riod of fifteen years, by providing a state subsidy for forty years. 
Furthermore, if two-thirds of the houses projected were not built, 
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the government might abandon the scheme. The work of the 
minister of health was rendered the more difficult by the bitter 
strife over evictions, by the rent strike, and by an involved strike 
in the building trades. One serious defeat of the Labor ministry 
came over the eviction bill. The rent strike was bad enough, but 
the stoppage of work in the building trades seemed a gratuitous in- 
sult to the government. To the uninitiated, the points at issue 
seem insignificant, and when the strike ended neither side gained 
anything commensurate with its losses, particularly in the aliena- 
tion of public sympathy from contractor and workingman alike. 
The ministry alone gained some slight prestige by bringing this 
unnecessary strike to an end. 

Unemployment was a thorn in the side of the ministers, all the 
more serious to them because it concerned so large a number of 
their own party. Strive as it would, the MacDonald ministry 
was manifestly able to reduce the number of unemployed but 
slightly, and once more the figures increased with the approach of 
the fourth winter of unemployment and discontent. Meanwhile 
the treasury continued to grant the “dole” to many who had no 
moral right to it, thus permanently increasing the number unable 
(or unwilling) to perform any useful work. The cost of living, 
moreover, persisted in going up, food and clothing being approxi- 
mately twice what they had been in the early months of the war. 
A study of prices in shop windows makes one wonder how the 
British workers contrive to live on their wages. Persons ignorant 
of economic lore find it difficult to understand how such high 
prices can exist side by side with so much unemployment. To a 
greater degree, perhaps, than is yet generally understood, it is 
due to the too rapid deflation of the currency in Great Britain, 
while at the same time inflation was going on all around them in 
Europe. The exceedingly heavy income tax is also a factor in the 
situation. Unfortunately, steadily increasing numbers of the La- 
bor party are charging that the bankers by deflation have im- 
poverished their country in order to line their own pockets. 
Many of the poverty-stricken middle classes are also being con- 
verted to the same idea, and even some intelligent Conservative 
leaders have demanded some degree of inflation as a remedy for 
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existing difficulties. All this is but symptomatic of the increasing 
distrust felt by Europeans, generally, of the financiers. 

The English people had been gaining some slight relief from 
high prices by the importation of cheap manufactures from Ger- 
many, but the workingman could take but slight comfort from 
this, as he might ultimately lose his job as a result of this foreign 
competition. The ministry was aware of this danger, and the 26 
per cent import duty was reimposed on the German imports at 
the time the Dawes Report was accepted as a basis for settling 
German affairs. In general, the Laborites were as powerless as 
their predecessors to relieve Great Britain of the terrible incubus, 
mental, moral, physical, and fiscal, of unemployment. They pro- 
jected far-reaching schemes for internal improvements, but pro- 
jects they remained. It is interesting to note that the MacDonald 
ministry, like its predecessors, refused to consider seriously the 
scheme for a Channel tunnel. The ambitious plan to utilize the 
tides in the Severn River to produce cheap electrical power also 
failed to get beyond the stage of studying its possibilities. In fact, 
Labor accomplished little of a constructive nature toward rem- 
edying unemployment. The law modifying the thrift disqualifica- 
tion for the “dole” stands almost alone as their single achieve- 
ment. 

The attitude of the Labor cabinet toward the army and navy 
did not differ materially from that of previous ministries. Despite 
the opposition of many Liberals, but with the aid of the Con- 
servatives, they voted five new battle cruisers. Mr. MacDonald 
decided, moreover, that it was not advisable to forego the review 
of the fleet last July. Despite the implied friendly promises of the 
Baldwin ministry to the Dominions, however, the Laborites de- 
cided to abandon the extensive scheme of fortifying Singapore as 
a naval base. 

Curiously enough, the noteworthy achievements of the Labor 
ministry were in diplomacy. Mr. MacDonald steadily insisted 
that any satisfactory solution of the serious industrial problems 
in Great Britain rested upon the pacification of Europe and the 
co-operation of Germany and Russia. From the beginning of his 
premiership his attitude toward the occupation of the Ruhr was 
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never ambiguous. He tried with slight success to be friendly 
with M. Poincaré. Suddenly M. Herriot, the Socialist mayor of 
Lyons, became premier of France, and Anglo-French relations 
became cordial, despite the intransigeance of M. Poincaré. The co- 
operation of the two Socialist premiers, with the incidental (and 
unofficial) aid of the United States, made possible a serious, sys- 
tematic, joint effort to rehabilitate Germany and bring her even- 
tually perhaps into the League of Nations. 

Mr. MacDonald’s work at Geneva was impressive, and the 
attitude of M. Herriot very salutary. If the Great Powers can 
secure the implicit confidence of the smaller powers, much good 
may be anticipated from the League. At present this confidence 
must rest fundamentally upon an invitation to Russia and Ger- 
many to become members. Many Englishmen and Americans 
were fearful, however, that Mr. MacDonald was too intent upon 
co-operating with the Socialists on the Continent and upon isolat- 
ing the United States unless she joined the League of Nations. 

True to his principles, the British prime minister sought an 
understanding with Russia. The attitude of the Russian repre- 
sentatives made his task a thankless one. The advisability of 
making loans to a state which calmly admits its undying hostility 
toward all capitalist countries in general, and Great Britain in 
particular, was at least questionable. It may well have been a 
refreshing and diverting incident in diplomacy, but the Conserva- 
tives, backed by the sensational press, made the most of this op- 
portunity by attacking the Labor government.’ On several oc- 
casions it was rumored that negotiations had broken down. With- 
in a fortnight of the summer recess of Parliament it appeared 
absolutely impossible for British and Russian representatives to 
reach an agreement. In fact, the ministry frankly acknowledged 
their failure. A few days later, however, a treaty was signed, set- 
tling most of the difficulties between the two countries. The minis- 
try obviously lacked harmony and co-operation. During the sum- 
mer recess the opposition maintained that the left wing of the 

t This is evident from their attitude toward the Zinoviev affair, which, thanks 


to Lord Rothermere’s Daily Mail, came to a sensational climax during the closing 
days of the election campaign last October. 
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Labor party had forced the hands of the ministers and predicted 
that the Commons would refuse to ratify the treaty upon its re- 
assembling in the autumn, thus bringing on an election. Unques- 
tionably, the ministerial defense of the negotiations was so halting 
and unsatisfactory as to create a thoroughly bad impression. 
Some people insisted that the treaty did not protect the bondhold- 
ers sufficiently, whereas others felt that it protected no one else. 

As the Russian treaty reached its final stage, the Irish night- 
mare once more disturbed the political peace. The treaty recog- 
nizing the dominion status of the Irish Free State had provided for 
establishing a joint commission to determine the boundary be- 
tween Ulster and the Free State. Ulster, however, steadily refused 
to appoint its member, and the Supreme Court of Judicature of 
Great Britain decided late in the summer that in the face of 
Ulster’s refusal, the treaty provided no means for the determina- 
tion of the boundary. This feopened the whole Irish question, and 
threw it into the maelstrom of partisan politics. For a few hectic 
days, a ministerial crisis appeared inevitable should the govern- 
ment attempt to coerce Ulster; and the political turmoil in Eng- 
land was more than slightly reminiscent of that over Home Rule 
in the early summer of 1914, before the Sarajevo murder came to 
bedevil European affairs. Mr. MacDonald, however, refused to be 
hurried either into hasty legislation or into an election, and wisely 
delayed action until Parliament reassembled. The Irish question, 
however, had once more become a burning issue in British politics, 
and threatened to bring about a dissolution as in the days gone by. 

With the important questions of the Soviet treaty and the 
Irish boundary demanding settlement, all three parties during the 
recess were busily engaged in repairing their political fences pre- 
paratory to an election, which might come at any moment on 
account of the unstable equilibrium of parties. Although all three 
groups were in a state of transition, the Liberals were the worst 
off. Since the days of Gladstone they have recruited their strength 
from the progressive elements of the country. Their record from 
1906 to 1914 was, for the time, one of advanced social legislation. 
In the last half-dozen years, however, the new Labor party has 
taken over practically the entire program of the progressive 
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Liberals, leaving the latter without a program calculated to catch 
the workingman’s vote. The Liberals, moreover, were in great 
need of better leadership. Asquith is a strong statesman, but far 
from being a dynamic or compelling personality. Lloyd George, 
the prodigal son of the Liberals, is sufficiently dynamic in all con- 
science, but he has lost, perhaps for all time, the confidence of the 
rank and file of his old party, who fear the possibility of his align- 
ing himself once more with the press barons. With the decline of 
Asquith’s physical powers, and Viscount Grey’s failing vision, the 
outstanding Liberals were the energetic Mr. Pringle, the progres- 
sive Mr. Masterman, and Mr. Ramsay Muir, until recently con- 
nected with the history faculty of the University of Manchester. 

The Conservatives seemed also to have lost their old appeal, 
and lacked constructive leadership even more than the Liberals. 
The Marquis of Curzon was too unpopular, and perhaps too 
aristocratic to gain much of a following, although his political 
ability is unquestioned. Mr. Baldwin was obviously safe and 
sane, but he was far from being a magnetic personality. Lord 
Balfour was too old, and neither of the Chamberlain brothers had 
as yet measured up to the capacity of their illustrious father. 
Lord Birkenhead possessed great ability, but his caustic tongue 
has made for him many enemies even in his own party. His rela- 
tions with Lloyd George, together with the support of the press 
trust, had caused him, moreover, to be greatly distrusted by the 
English people, who are never quite easy in their minds about 
clever people. Unfortunately, too, the party possessed neither 
cohesion nor enthusiasm; it lacked a satisfactory program, and 
was weakened by the uncompromising’ attitude of some of the 
“Die-Hard” contingent of the party. 

Only the Laborites with Mr. MacDonald, Mr. Arthur Hender- 
son, Mr. Snowden, and Mr. Wheatley seemed to possess effec- 
tive leaders. As a ministry, however, they suffered from the lack 
of co-operation and general understanding among themselves, 
which became very evident during the negotiation of the Soviet 
treaty. The Glasgow Radicals were most trying at times, but 
the communistic group are always a discordant element. In short, 
the cabinet members as well as the rank and file needed both dis- 
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cipline and experience. The Labor party was slowly gaining 
strength and popularity by its moderation and good faith toward 
all classes of the people. For, whereas there was an increasing dis- 
like of the “dole,” there was also a growing hatred of the osten- 
tatious extravagance of the idle rich. Increasing numbers of mid- 
dle-class Englishmen bewail the passing of the old aristocracy, 
who knew how to spend their money wisely and well. The great ex- 
penditures of the nouveaux riches upon entertainments and horse 
racing, such as the Ascot, at a time when a million and a half 
people cannot find work, has created a deadly bitterness among the 
lowest classes. The liquor trade was becoming more and more the 
object of suspicion on account of its close relation with the Con- 
servative party, for the working classes have had their attention 
called to the enormous revenue that accrues to the government 
from the liquor trade and the excessive profits earned by the 
brewers and distillers. 

This gradual change of attitude among the Labor leaders as 
to drink is but slightly indicative of the ferment thatris working 
among the lower orders, not only in Great Britain, but in Europe 
as a whole. It is in no sense, however, a demand for prohibition, 
but for state regulation and control, that the incentive of profit 
may be removed from the trade, thus destroying its nefarious polit- 
ical activity. The workers are gradually becoming accustomed 
to exercising the suffrage in such a way as to bring the maximum 
results to their own social group. For this reason it was not likely 
that the rank and file of the Labor party would get out of hand. 
As a matter of fact, most people forget that the trade unions and 
the beginnings of the Labor party go back well toward the begin- 
ning of the nineteenth century, and they possess a vivid memory 
of their sufferings and struggles to secure political power. Thus 
they have become rather thoroughly disciplined and realize the 
imperative necessity of co-operation among themselves. This 
alone would account for the great number of sympathetic strikes 
in Great Britain. One may well look for continual grumbling on 
the part of the British workingmen, for when have they failed to 
grumble? But they will not wreck their party by abandoning 
their leaders. 
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The politicians of the two older parties have not understood 
the loyalty of the British workers to their unions; neither have 
they been able to appreciate the gradual change that is coming 
about in British politics as a result of woman suffrage. Even the 
liquor trade has been oblivious of the hatred that the average 
woman manifests toward the public house. Eight excellent women 
took their places in the House of Commons last January. The 
clear-sighted editor of the Spectator has steadily insisted that the 
Conservatives must abandon their championing of the liquor 
trade, and demand laws safeguarding the welfare of women and 
children, or run the risk of losing the support of the women. The 
reduction of the age qualification for voting by women from thirty 
to twenty-one will add to the register a great number of voters, 
who might have felt sympathetic to the party that conferred 
upon them the ballot if they had been allowed to.vote.' 

The Labor party was not in power sufficiently long to gain the 
necessary seasoning and administrative experience, but they ap- 
peared better prepared than either of their opponents for the elec- 
tion. Their propaganda is always continuous, and their election 
expenses correspondingly small. The Liberals doubtless were 
greatly in need of money, as Lloyd George’s war chest must have 
been nearly empty. Their middle position put them at the mercy 
of both Laborites and Conservatives. On their return to their 
constituencies during the summer recess, the Liberal leaders real- 
ized for the first time how much sapping and countermining had 
been done by the Labor party in their absence, and many of them 
returned to Westminster determined to support the Conservatives 
rather than the Laborites for the future. Consequently, upon the 
reassembling of Parliament in September, Mr. Asquith moved for 
an investigation of the reasons why the attorney-general had 
dropped the prosecution of a communist writer for disloyal attacks 
on the government. Mr. MacDonald accepted this as the equiv- 
alent of a vote of censure. Upon his defeat, he dissolved Parlia- 
ment and called an election for October 29. 

In the election campaign it seems clear that in some con- 


t The names of these new voters did not appear on the register in time for them 
to vote in the last election. 
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stituencies the Liberals and Conservatives effected a working 
agreement against the Labor candidate, but this in no sense was 
responsible for the surprising result of the pollings, whereby the 
Conservatives secured a working majority of some two hundred 
in the Commons, while the Liberals elected only thirty-six mem- 
bers. For the moment, at least, the future of the Liberal party 
appears hopeless. Yet, at the beginning of the election period, it 
seemed that they would be able to retain the balance of power, al- 
though they might lose both to the Conservatives and Laborites. 
It seemed probable that no one of the three parties would receive a 
majority, although it appeared barely possible that the Conserva- 
tives, with some incidental aid from the Liberals and the hearty 
support of the press trust, might nose out a precariously small 
majority. Two noblemen control the popular press, boasting a 
circulation of more than twenty-five millions daily. In the election 
last year they left their readers utterly confused, for although 
these papers were nominally Conservative, they vied with each 
other in bitter assaults upon the Laborites and sly, covert attacks 
upon Mr. Baldwin, the Conservative standard-bearer. The posi- 
tion of the Daily Mail on reparations at the beginning of the re- 
cent election period suggested that the newspapers controlled by 
Lord Rothermere might be as ambiguous as ever. 

For the first time in a score of years, the Conservatives are 
firmly intrenched in power. If they are capable of learning by 
bitter experience, or willing to follow the enlightened leadership of 
such men as Robert Viscount Cecil, they may once more come into 
their own. This, however, appears highly improbable, as the old 
Tory element refuses to see that the world-war helped bring about 
a new order of things, and that the only way to regain their lost 
prestige is by adopting Disraeli’s slogan of moderate social reform. 
Instead, they are already talking about taking away from the 
labor unions their right to political action, and urging firmness 
toward Ireland and the struggles of the various parts of the em- 
pire for self-government. 

Witt1am THomas Morcan 


INDIANA UNIVERSITY 

















THE AMOUNT AND NATURE OF THE ALLOWANCES 
UNDER A FAMILY-ALLOWANCE SYSTEM 





In view of the rapidly increasing importance of the family- 
allowance system in Europe and the possiblity which it affords in 
this country of solving the dilemma which the advocacy of the 
living wage has created, it is important to work out the mechan- 
ism of a just and adequate system. There are three main sets of 
problems to be solved, namely, those connected with (1) the 
basic wage for employees, (2) the allowances paid in behalf of 
dependents, and (3) the agency through which the allowances are 
to be paid and the problems of administration which necessarily 
arise. The first of these problems was discussed by the author in 
an article recently published.’ The present article deals with the 
second set of problems, while the third will be treated in a forth- 
coming paper. 

The allowances which are granted under an ideal system of 
family allowances should be adequate to meet the extra cost which 
dependents occasion a wage-earner. So far as possible, they should 
be so flexible that while all families, whatever their composition, 
will be assured of at least a minimum, yet at the same time no 
person or group will be paid any appreciable excess over their 
actual needs. A number of very interesting problems are nec- 
essarily involved in carrying out these principles, which are wor- 
thy of analysis and of an attempt at solution. 


I. SHOULD ALLOWANCES BE PAID FOR WIVES, AND IF 
SO, UNDER WHAT CONDITIONS AND 
FOR WHAT AMOUNT? 


No one can doubt that an adequate allowance should be 
granted for a mother who has children to care for, sufficient to 


meet the cost of her maintenance. Her services are needed at 
home, and she should be given a sum adequate to enable her to 


*“The Problem of the Basic Wage,” University Journal of Business, III 
(December, 1924), 1-17. 
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stay there. The amount necessary will be the difference between 
the cost for a man and wife living together and that for a single 
man living away from home, plus an allowance for saving. This 
would amount to approximately 30 per cent of the base wage, 
and if the latter were fixed at $800, the allowance for the wife 
would be about $240. 

Some will, however, hold that no allowance should be granted 
the childless wife, since the necessary work around such a home 
does not by any means demand her full time. These feminists 
believe such a wife, unless she be physically disabled, should go 
out to earn her living and should not be dependent either upon 
her husband or upon society for support. 

There is undeniably a great deal of justice in this position, but 
the widely held belief that a wife’s chief duty lies in “making a 
home’”’ for her husband, added to the great difficulty of finding 
part-time positions, would seem to make it distinctly inadvisable 
to exclude the childless wife from the benefit of the allowances. 

Such a wife can, of course, always go to work for wages and 
increase the family income appreciably, for although she would 
thereby lose the allowance, she would gain much more from the 
wages she received. According to the illustration chosen, the 
family income would consist of $1,600 instead of $1,040. While 
the household expenses would be somewhat higher because of the 
absence of the wife from the home, the net gain in income would 
be appreciable and would enable the husband and wife to save 
for future contingencies. 


II. BIRTH ALLOWANCES 


It is not enough to provide allowances which will keep a family 
running from day to day. If a living wage is to be guaranteed, 
provision must also be made for some of the major emergencies 
of life. The expenses of childbearing fall heavily upon working- 
class families and need to be met. Such an allowance should be 
sufficient to meet the ordinary costs of medical and hospital care 
and to provide the extra help needed in the household. Sixty dol- 
lars would probably be adequate in terms of the general standard 
of life which has been allowed. 
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It probably would be unnecessary to provide such an allow- 
ance for the birth of the first child, since the mother might be 
expected to earn this amount during the period in which she had 
no other responsibilities to care for than her husband. 


III. WHAT SHOULD BE THE NATURE AND AMOUNT OF 
THE ALLOWANCES GRANTED FOR THE CHILDREN? 


The allowances should be continued up to the age when the 
children are permitted to go to work, which is fourteen years in 
most of our states. A child might go to work at that age and forfeit 
all claim to the allowance, but if he continued in full-time attend- 
ance at some reputable school, then the allowance should be 
maintained integrally up to at least eighteen years. A similar 
provision should be made if the child were engaged in a trade in 
which a large part of the time was spent on instruction. The 
extension of the allowances to permit such further training would 
relieve the children of the poor from their present necessity of tak- 
ing some blind-alley job to help their parents, and would release 
an enormous amount of latent ability which at present is denied 
an outlet. 

If the children’s allowances were to be apportioned in strict 
accordance with the cost, they would steadily increase as the 
child grew older. The greater burden of expense imposed by 
older children is well known. King and Sydenstricker found that 
the total cost occasioned by fourteen-year-old children was 
slightly over three times that of infants of one year. To change 
each allowance every year would, however, enormously compli- 
cate the administration of the system, and would demand such a 
continuous readjustment in the records that the system might 
break down under it. To divide the children into only two or 
three age groups with different rates for each would materially 
lessen the complications, but it seems probable that even this 
would be a heavy incumbrance upon the system. It would be 
better, therefore, to pay a uniform allowance regardless of the 
age of the child. This should be fixed according to the cost of 
supporting a child of an age approximately midway to the upper 
age limit, say eight years. According to King and Sydenstricker’s 
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investigation and other studies that have been made, the cost for 
such a child would be about one-seventh that for a family of 
five. This, on the basis of $1,600 for a family of five, would 
amount to approximately $230. 

This would be more than the cost of an infant but appreciably 
less than that for a boy of fourteen or over. The families might 
be expected, however, to make some savings in the early years 
to meet the deficits in the later period, while the older children, 
if supervised, could without injury earn some money during vaca- 
tions and before and after school. A $200 allowance would prob- 
ably be sufficient. 

A second question is as to whether the allowances should vary 
with the number of children, and if so, how. The Continental 
systems generally grant larger sums to the later children than to 
the first. The chief cause for this is probably the desire to compen- 
sate for the necessarily lessened earnings of the mother and to 
stimulate a larger number of births. Neither of these purposes 
need exist in any American system. The allowances for the wives 
would be sufficient so that they would not need to work after 
the birth of their children, and hence they would not need extra 
compensation, while there would be no idea of trying to encourage 
a further increase in population. 

If actual costs were to be the only fact considered, the allow- 
ances for the later children should as a matter of fact probably be 
somewhat less than for the earlier ones. Owing to the possibility of 
cutting down clothing and of utilizing children’s equipment, the 
third and subsequent children undoubtedly do not add corre- 
spondingly to the housing expenses of the family. For the sake 
of administrative simplification, however, it is probably wise to 
make no variations and to pay a uniform allowance for all. 

Such allowances should, of course, be paid for the children of 
widowed or divorced women at work as well as for those of men, 
although a far better remedy for the former class would be for 
the state to make our present widows’ pensions adequate so that 
mothers would be enabled to do in practice what they are sup- 
posed to do in theory, namely, stay at home and take care of their 
children. 
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The allowances should also be paid in behalf of all children 
who it can be shown are dependent upon the family or its head. 
This would include illegitimate children where the paternity was 
acknowledged or proved, and it would include brothers or sisters, 
nieces, nephews, and all those who were actually dependent. To 
guard against possible misrepresentation, however, it would be 
necessary to require that the children must live in the same house- 
hold as the person serving as head of the family. This would be 
particularly necessary in the case of foreigners whose families 
were in the home country. 


IV. WHAT PROVISION SHOULD BE MADE FOR 
ADULT DEPENDENTS ? 

The hitherto accepted family of five makes provision only 
for dependent children and not for dependent adults. Those who 
do not have a wife and three children to support, therefore, have 
at present a surplus over their own needs which in many cases is 
used to care for adult relatives. If we fix the wages of men at a 
point just sufficient to provide for a single man and grant allow- 
ances only in behalf of wives and children, then we are making 
no provision for this class of dependents. It is certainly necessary, 
therefore, to grant allowances to all adult dependents who are 
physically unable to work. The cost for those over sixty-five 
years would amount to a little less than one-fourth that for a 
family of five, or to between $375 and $400 a year." 


V. SHOULD THE EXPENSE OF THE ALLOWANCE SYSTEM BE 
BORNE BY THE STATE OR BY INDUSTRY? 

The socialists and labor leaders in Australia and on the conti- 
nent of Europe, together with the English feminists, unite in 
urging that the family allowances should be paid out of state 
funds and not from assessments levied upon employers. 

A state-supported system of allowances would be broader in 
its scope than one resting upon employers alone, for it would 
include not only the dependents of wage-earners and low-salaried 
workers, but those of small proprietors and self-employed persons 


* It should be noticed that the old-age pension laws of Nevada, Montana, and 
Pennsylvania aim to insure a total yearly income for the aged pensioners of $365. 
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as well. The allowances, moreover, would continue to be paid 
during strikes, lockouts, unemployment, and all forms of lost 
time, while, as we shall see, not all of these could be covered in an 
industrial system. 

The two chief arguments that are advanced in favor of a 
state-supported system are: (1) that it would not lower the basic 
wage of the workers to the same extent as a levy upon the employ- 
ers, and (2) that the cost of the allowances could be shifted to 
the shoulders of the well-to-do by means of income and inheri- 
tance taxes, instead of coming out of the pockets of the workers 
themselves through the increased price of commodities. 

The advocates of state allowances want the allowances to be 
given as net additions to existing wages. They do not want them 
to be used to lower the basic wage to the needs of the single man, 
or to transfer the sums paid out in allowances from the pockets 
of the bachelors to those with dependents. They want to increase, 
at the expense of the employing and owning classes, the share 
received by labor as a whole. The possibility, therefore, of leaving 
undisturbed the basic wage paid by industry and of granting 
allowances from revenues derived through taxation naturally 
appeals to them more than the lowering of the basic wage to a 
point just sufficient to care for a single man. Even if the basic 
wage were not so reduced at first, the labor groups fear that if 
the employers were to pay out the allowances, they would attempt 
to recoup themselves later by decreasing the real wages of the 
single man. 

There is no reason, however, why the single men should 
continue to enjoy a surplus over and above that which is neces- 
sary to maintain them. If we are to fix a minimum standard 
upon the basis of need, we must fix that minimum at the point 
of real need. It is impossible to guarantee a physical subsistence- 
plus standard of life to people through allowances without fixing 
a proper base wage. The whole problem of providing an adequate 
but non-superfluous minimum is therefore shirked by the proposal 
to accept the status quo as regards wages and merely to supple- 
ment them by allowances drawn from taxation. 
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Contrary to the belief of the European labor groups, the pay- 
ment of such allowances by the government, as a matter of fact, 
would lower wages. Employers would know that the dependents 
of their employees were being supported from state funds and 
that the weekly pay envelope need support only the worker him- 
self. They would consequently decrease the amounts they offered 
in wages. The workers with dependents, in turn, would not 
have had time to become attached permanently to a higher 
standard of life, and since they would be certain of their allow- 
ances, they would be willing to accept a reduction in wages. This 
would in turn force the bachelors to accept a similar cut. The 
amount by which wages would fall would depend upon the extent 
to which the present wage level was above the bedrock minimum 
regarded by the bachelor as absolutely necessary, the degree to 
which those with dependents insisted upon securing the higher 
standard of life which the allowances made possible, and the rel- 
ative number of dependents which the various groups had. 

Thus, if the existent minimum were $1,100 a year and the 
allowances for a wife and for each child were $250 and $200 
respectively, then a married man with one child, whom we may 
call A, would receive $450 in allowances, or a total income at first 
of $1,550; and B, with a wife and three children dependent upon 
him, would receive $850 in addition to his wage, or a total of 
$1,950. Even if B were willing to take an $850 cut in his wage, ora 
sum exactly equal to the allowances given him, which would 
leave him with $1,100 as before, neither the bachelor nor A would 
permit this to continue as a general wage scale. To do so would 
be to lower the basic wage to $250, which would mean starvation 
to the single man without claim to allowances, while A with his 
$450 in allowances would have a total income of only $700, or 
$400 less than before. It would be improbable that the basic 
wage would be decreased by even the amount of A’s allowance, 
for this would mean a reduction of the minimum to $650. 

While wages, therefore, would undoubtedly fall were state 
allowances to be granted, it is not clear by how much they would 
be reduced. Those with two or more dependents would probably 
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find their position improved, and the more their dependents, the 
better off they would be, but the amount by which they would 
benefit is uncertain. It would be better, therefore, to set a mini- 
mum below which wages would not be permitted to fall and to 
grade the allowances up above this, than to grant the allowances 
without adjusting the basic wage and to depend upon the hig- 
gling of the market to bring wages down to the proper minimum 
but no farther. 

The second argument, namely, that the state-supported 
scheme would throw the expense upon the well-to-do and wealthy 
instead of upon the consumers as a whole, would be true only to 
the extent that the public revenues were derived from steeply 
progressive income and inheritance taxes. The states rather than 
the national government would be the logical bodies to grant 
such allowances, and by far the greater part of their revenue is 
derived from property taxes. Because of the virtual impossi- 
bility of taxing the intangible property, the burden does not fall as 
heavily upon those of wealth as upon others. Even if the national 
government were the body to grant the allowances, it should be 
remembered that a considerable proportion of the national reve- 
nues is derived from tariff duties and internal-revenue taxes upon 
articles of consumption which are primarily paid for by the poorer 
and by the middle-class families. 

The ultimate incidence of a system of state allowances is 
interesting, if difficult, to trace. Under the supposition that the 
basic wage falls to $800, who then would lose and who would gain 
by the transaction? The single men would lose $300 from their 
annual wage. The taxpayers would lose the amounts paid out 
in allowances. Those with dependents would, of course, gain. 
They would not be alone, however, for the active business men 
would gain also. The latter would profit from the reduction in 
the base wage rate of $300 a year, a reduction which, it should be 
remembered, would apply to married as well as to single men. 
Not only would married men, therefore, profit at the expense of 
bachelors, but the whole entrepreneurial class would benefit, be- 
cause of lower wages, at the expense of the taxpaying class, who, 
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if the taxes were primarily derived from large incomes and inherit- 
ances, would consist in large part of the rentiers, or absentee 
owners of business. 

Could the entrepreneurs, however, permanently retain most 
of their gains? Would not competition, to the extent that it was 
operative, force the reduced costs to be passed along in the form 
of decreased prices, which in turn would benefit the consumers, 
consisting of all classes? This would at least partially compensate 
the taxpayers, and it would benefit the workers as well, unless 
accompanied by another reduction in wages. 

It is difficult, therefore, to generalize about the ultimate bur- 
den of such a system as between entrepreneurs and taxpayers. 
It is clear, however, that single men would be forced to give up a 
considerable amount of their wages because of the allowances 
given to those with dependents. 

A state-supported and administered system would, as a 
matter of fact, probably create more dangers than would an 
industrial one. The payment of such allowances by the govern- 
mental authorities would open the way for extensive corruption 
and favoritism. It would give to the party in control enormous 
powers of patronage and prestige which would create an almost 
invincible political machine and would give the political bosses 
a means of disciplining recalcitrant and independent citizens. 

Moreover, since the allowances would be paid for the children 
of men who had voluntarily left their jobs, it would lessen the 
incentive to work and encourage shiftlessness to a degree which 
would not exist if the allowances were paid by industry only for 
the time the worker was employed or thrown out of work through 
no fault of his own. 

A further evil might come from the drying up of initiative 
and interest which might result if the work were administered by 
the state. There is a danger that in our desire for social reform 
we may crush out the initiative of the natural industrial groups 
and concentrate administration in governmental departments 
that are far removed from the human beings whose fate they de- 
cide. Industries are capable of organizing themselves and per- 
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forming many public functions without the continuous interven- 
tion of the political state. They should be utilized to a much 
greater extent than they are, if we are to retain the interest of 
citizens in solving their problems and in keeping administrative 
agencies in close contact with all the facts. 

The administration of family allowances, therefore, should 
preferably be confided to industry rather than to the government. 
Whether this would lead to the shifting of the expense of allow- 
ances to the consumer, and hence cause the workers to pay back 
in the form of increased prices what they gained in allowances, 
is a matter for separate consideration. 


VI. SHOULD THE PAYMENT OF THE ALLOWANCES BE MADE 
IN MONEY OR IN GOODS? 


The committee appointed by the British Labor Party to con- 
sider the question of motherhood endowment recommended that 
the allowances given for children should take the form of goods 
rather than of money grants.' Mothers would thus be furnished 
with milk and medicines, and children provided with clothes, 
shoes, and morning and noon meals. The superiorities claimed 


for this method over direct payments of money were, first, that 
the children would be more sure to get what they needed than if 
the money were confided to some adult to spend for the child, 
and, second, that since these goods would be furnished from a 
common source, i.e., the state, great economies in large-scale pro- 
duction and distribution would be effected. 

The defect in such symmetrical logic as this is that it forgets 
the men and women and children who compose the families that 
are thus being protected. They will not be happy under a system 
which takes away from them all choice in the expenditure of their 
income, nor will they develop as much under it as they would 
if allowed more individual freedom. It would certainly be a tragic 
mistake to treat a whole people as paupers and convicts have 
been treated in the past. It is surely far better to let the families 
spend the allowances themselves, even though they make many 
mistakes in so doing. . 


t Motherhood and Child Endowment, pp. 15-17. 
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VII. TO WHAT DEGREE SHOULD THE ALLOWANCE VARY 
WITH THE INCOME OF THE WAGE-EARNER? 

There is an upper wage limit beyond which the allowances 
need not be paid. At first thought this might seem to be the 
point at which the wage paid to the worker is sufficient to provide 
his dependents with the goods and services which have been 
agreed upon as the standard. Under these conditions, if a man 
with a wife and three children received $1,650 from his employer 
as a wage, and if the basic wage of $800 plus the allowances due 
him should amount to precisely this sum, then he would lose all 
claim to any allowance and would receive only his wage. 

If such were the policy, it would be manifestly impossible to 
have the allowances continue unabated up to this very point and 
then stop, for if that were done, a man with a wage of $1,600 
would, with his $850 of allowances, enjoy a total income of $2,450, 
while his fellow whose wage was only $50 more would have a total 
income of $800 less than he. This would not only be manifestly 
absurd, but would mean that no one would wish to have his 
wage raised to the point where it would equal his basic wage plus 
allowances. 

One way to avoid this difficulty would seem to be that for 
every dollar increase in wages, there would be a corresponding 
reduction in the allowances. But this would in fact be virtually 
jumping from the frying-pan into the fire, since there would then 
be no inducement for men with dependents to increase their 
output and efficiency and thus raise their wages. Who would wish 
to work hard in an effort to increase his salary when, for every 
dollar which he added to it, a corresponding dollar would be 
deducted from the allowances paid to his family? 

The only way out of the dilemma is, manifestly, to have the 
allowances decrease on a tapering scale in such a way that as a 
man’s wage increases he will always gain appreciably more in 
wages than he loses in the form of allowances. Thus, if the basic 
wage were $800 a year, or $15.40 a week, a man might be allowed 
to earn up to $1,000 a year, or $19.25 a week, without any deduc- 
tion being made. For those earning between $1,000 and $1,200 a 
year, a 10 per cent reduction in the allowance might be made, and 
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for every additional increase of $200, a further 10 per cent reduc- 
tion. The allowances would then terminate completely when the 
head of the family was earning $2,800, a sum at which the family, 
unless it included an extraordinary number of dependent chil- 
dren, would be able to live on a “‘comfort”’ standard. 

Two further objections, however, may be advanced against 
this solution, namely, (1) that it would be unduly severe upon 
the man with a number of dependents and hence would lessen 
his initiative, and (2) that an appreciable penalization would 
still be caused by the sharp decrease in the allowances as a man 
crossed from one wage group to another. 

It is of course true that those with more dependents would 
receive a larger sum in allowances than those with few. Since 
an appreciable increase in their wage would mean a reduction in 
the amount of the allowances received, they would not secure 
the full benefit of an increase in wages which the bachelor would 
enjoy. This is not unjust, however, because the father of the large 
family has already been given extra protection for his dependents, 
and the differential advantage which the unmarried man now 
enjoys over him has been taken away. Will this rate of reduction 
in the allowance, however, reduce the incentive of the father to 
increase his income? This obviously depends in part upon the 
amount which the reduction totals. If the allowance for a wife is 
$250 a year and for each child $200, then the family of a married 
man with three children would receive $850 in allowances. A $200 
increase in salary would therefore entail a reduction of only $85 
from the allowances and would leave a net gain of $115. Even a 
man with six dependent children would be $55 better off than 
before. But it will be queried, Will a man try to increase his 
salary greatly when for every two steps that he takes forward, 
he slips back one, and sometimes slips back three steps out of 
every four? This might be sufficient to discourage a single man 
with only himself to work for, but it would be far less likely to 
deter a father who was trying to earn enough to support his fam- 
ily. Such a man, if he loves his family, has really multiplied his 
own wants and will work hard to gratify those of his wife and chil- 
dren. The possiblity of a net increase of $115 in his income, or 
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even only one of $55, will therefore still stimulate him far beyond 
the comprehension of an unmarried man. 

The second objection is more valid. If moving from one wage 
group to another would mean a curtailment of 10 per cent in the 
amount of the allowance, then an increase merely sufficient to 
bring a worker from one such class to the other would mean in 
many cases an actual loss in the total income received by the 
family. The only way completely to avoid this danger would be 
to have a continuous decline in the amount of these allowances 
for every dollar increase in wages. This, however, would be so 
complicated that it would be virtually impossible of administra- 
tion. The difficulty of “overlapping” would of course be lessened 
by creating more wage classes, but this in turn would cause great 
administrative difficulties. 

A better way out of the difficulty would be for the employers to 
take this danger into consideration in making their increases and 
promotions. Thus, they might classify their positions into as many 
grades as there are classes, and assign to each grade of labor a 
wage or salary somewhat above the halfway mark. Thus, Grade C 
of labor would be assigned to the third wage class, ranging be- 
tween $1,200 and $1,400, and its normal wage fixed at, say, $1,350. 
When promotions were made into this class, therefore, the in- 
crease would be more than sufficient to offset the decrease in the 
amounts of the allowances. At the same time there would be an 
appreciable margin whereby especially meritorious workers in 
this class might be given an increase without being promoted 
out of the class. The body administering the system could keep 
this problem and the suggested methods of solving it constantly 
before the minds of the business executives and prevent it from 
being forgotten or ignored. 


VIII. SHOULD THE ALLOWANCES BE PAID TO THE MOTHER 
OR THE FATHER OF THE FAMILY? 


If the allowances are paid to the mother, they are more likely 
to be expended for the benefit of the child than if given to the 
father. The payment of such allowances to the mother, particu- 
larly when added to her own allowance, will constitute a form 
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of wage for motherhood and will at once dignify her position and 
make her more independent economically of her husband. The 
power which a man possesses over his family through his control 
of the purse-strings is not a healthy one. Women frequently 
suffer from the niggardliness and brutality of their husbands 
without resorting to what seems to them to be the shameful and 
ineffective recourse of the law. To grant them an independent 
income would largely break this power of the husband and would 
be conducive to a more truly happy and self-respecting family life. 


IX. SHOULD THE ALLOWANCES BE PAID BY THE EMPLOYERS 
OR BY THE FUND? 


If the allowances were to be paid to those at work and not to 
the mother at home, it would be much easier for the allowances to 
be paid out in separate envelopes by the various employers at the 
same time that the ordinary wages were being paid. This advan- 
tage would not, however, exist were the payments to be made, as 
recommended, to the mother. In this latter case, the mailing of 
the allowance checks could be carried on more efficiently by a 
central office to which each plant would make its periodical report 
and which would also have the records of other members of the 
family who might be working in other plants, as well as informa- 
tion about the family itself. Some employers might object to such 
a method, since it might not give them the personal prestige 
among their employees that they would secure if they distributed 
the allowances personally. There would be a gain, however, of 
another sort, since it would still further separate the reward which 
a man received for his efficiency in the shops and the payment for 
the needs of his family, and it would prevent the individual em- 
ployer from abusing his power. 

X. WHAT MEASURES SHOULD BE ADOPTED TO INSURE THAT 


THE ALLOWANCES ARE SPENT FOR THE WELFARE 
OF THE DEPENDENTS? 


The allowances do not belong to the immediate recipient. 
The latter merely serves as a trustee for the dependents in whose 
behalf the allowances are really being made. There will inevi- 
tably be many mothers and fathers, however, who will be either 
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selfish or ignorant and who will not spend the allowances for the 
best interests of their children. 

It is important, therefore, that every group of any size that 
institutes such a system should have attached to it a staff of 
trained social workers, who will not only make investigations to 
determine the actual number of dependents which a worker has 
and to find out those cases in which the allowances are being 
abused, but who will also be able tactfully to assist the family in 
spending their resources more wisely. Cases of continued abuse, 
however, should be checked by taking the child away from its 
parents and giving it to a more competent person or agency. 

The main initiative and control would thus be left in the hands 
of the families themselves, but general oversight would be exer- 


cised with a minimum of bureaucracy. 


Pavut H. Dovuctas 
UNIVERSITY OF CHICAGO 











PRESENT-DAY TENDENCIES IN THE GERMAN 
SOCIALIST MOVEMENT 


I 


The German Socialist Party’s membership may be set down 
as something over a million today, but it has shown in recent 
years that it can rally to its support nearly one-half of the entire 
German electorate. At the moment, the socialists constitute 
the strongest single party in the Reichstag, and they are the 
majority party in most of the state legislatures and communal 
and municipal assemblies. These are prodigious achievements 
for a political group which only a short while ago was persecuted 
and outlawed, and which had to overcome almost insurmountable 
obstacles that were put in its way to prevent it from gaining a 
foothold in Germany. 

It will hardly be necessary to repeat here in detail the story 
of that great rise—the remarkable awakening of the German 
workers from political indifference through the agitation of 
Lassalle and Marx, their indomitable struggles with constituted 
authority and vested interests, the conversion of ever growing 
numbers to socialist thought. To furnish the necessary back- 
ground for a study of the present-day German socialist movement 
it may be advisable, however, to refer here very briefly to its 
antecedents. 

The unification of two rival socialist factions commonly 
known as the Lassalleans (the followers of Lassalle) and the 
Eisenachers (the followers of Marx) in 1875 marks the birth 
of the present Social-Democratic Party. The program then 
adopted furnished the basis for a tremendous socialist agitation 
extending to all parts of Germany. The enactment of severe 
coercive measures and the inauguration of an unrelenting govern- 
mental prosecution to suppress every form of socialist propaganda 
did not succeed in checking the growth of the movement. At 
the Reichstag election in 1890 the Social-Democratic Party polled 


60 




















TENDENCIES IN, THE GERMAN SOCIALIST MOVEMENT 61 


one and a half million votes. In 1898 it polled over two million 
votes; in 1903 over three million, and in 1912 it polled over 
four million votes and became the strongest single party in the 
Reichstag. 

The breaking-out of the world-war gave the whole idea of 
socialism a severe jolt and changed completely the socialist party’s 
objectives. The majority of the socialist leaders rallied to the 
support of the imperial government. There arose soon, however, 
an intrepid minority opposed to the official socialist war policy, 
who, encouraged by the attitude of opposition toward the war 
which had been growing among the German masses, founded the 
Independent Socialist Party (Unabhdngige Social-Demokratische 
Partei). Right at the founding of the Independents it was quite 
evident, though, that the extreme radicals among them were 
plainly dissatisfied with the position of the Independents, which 
they pronounced as not revolutionary enough and too little filled 
with revolutionary zeal. 

The radicals received a tremendous impetus for their agitation 
through the complete victory of the bolshevists in Russia in 
November, 1917. They now openly avowed the policies of the 
Russian bolshevists for a dictatorship of the proletariat through 
the Workers’ and Soldiers’ Councils. By the time their agitation 
began, the mighty German war machine, which had already 
been badly creaking, began to crumble, and the revolutionary 
impulses were given free reign. The old system was in rapid 
dissolution, and a score of kings and kinglets disappeared as 
with one swoop. The political powers were taken over by the 
socialist workers in a matter-of-fact way that would have been 
utterly unthinkable a few weeks before. 

The history of the socialist movement in Germany now 
becomes the story of the revolution. The socialist parties became 
“parties of state.” The government was formed by three mem- 
bers of the old Socialist Party and three of the Independents. 
Different conceptions of what réles the German socialist workers 
should play in the revolution, sharply contradictory viewpoints 
in questions of domestic politics and foreign affairs and especially 
the use of military force in quelling labor riots soon caused the 
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withdrawal of the Independents from the revolutionary govern- 
ment. This acute dissension over the socialist tactics in the 
revolution was the cause of further splits in the socialist move- 
ment. On December 31, 1918, the communist adherents, who 
until then had been members of the Independent Socialist Party, 
declared themselves completely free from the Independents, and 
constituted themselves as the Communist Party (Kommunis- 
tische Parte). 

Although invited by the majority socialists to join the govern- 
ment again after the election to the Constituent National Assem- 
bly (January 19, 1919), the Independents refused. They went 
even farther to the left and almost completely accepted the Soviet 
idea and the “dictatorship of the proletariat.” The radicalism 
of the Independents met with ready response among the great 
working masses, the more so as the Kapp Putsch, an attempt of 
usurping reactionary bureaucrats and militarists to overthrow 
the legitimate government, had shown to the masses the position 
of danger in which the new republic found itself. The masses 
expected salvation from their misery to come from the Inde- 
pendents, and at the Reichstag election in June, 1920, their ranks 
were augmented very considerably. 

Again invited by the conservative socialists to take part in 
the formation of a new government, the Independents scornfully 
refused. The extreme radical tactics which a group within the 
Independent Party now began to pursue soon caused a rift in 
the Independents’ ranks. The struggles over the acceptance of 
Moscow’s twenty-one demands as a condition of joining the 
Third (Communist) International made the split complete. The 
more moderates were defeated. The victorious radicals united 
with the Communist Party. 

Unwillingness to accept governmental responsibility caused 
the few remaining Independents to remain in opposition to the 
conservative socialists. Not being able, however, to compete 
with the communists, whose methods of agitation were certainly 
far superior to those of the Independents, it was soon apparent 
that an end had come to their usefulness and that their historical 
mission had been fulfilled. Gradually they,sought approach of 

















TENDENCIES IN THE GERMAN SOCIALIST MOVEMENT 63 


the old Socialist Party. The Rathenau murder brought about a 
realignment of the Independents with the old Socialist Party to 
present a united front for the defense of the republic. The 
Independents declared their readiness to work with the socialists 
and to enter the government. Ata Unification Congress held in 
Nuremberg in September, 1922, the prodigal socialists returned 
to the fold. That left two workers’ parties in the field in Ger- 
many—the United Social-Democratic Party and the Communist 


Party. 
TABLE I 


DEVELOPMENT OF SOCIALIST REPRESENTATION IN THE 
GERMAN REICHSTAG, 1871-1920 
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* Election to the Constituént National Assembly. The old Socialist 
Party received 11,509,048 votes (37.9 per cent of total votes) and got 164 
seats; the Independent Socialist Party = 2,317,290 votes (7.6 per cent 
of total votes) and got 24 seats. The Communists refused to take part in 
the election. 

t The old Socialist Party poled 5,614,456 votes (21.6 per cent of the 
total votes) and got 113 seats; the Independent Socialist Party polled 4,89s5,- 
317 votes (18.8 per cent of total votes) and captured 81 seats. The com- 
— polled 441,995 votes (1.7 per cent of total) and got 2 seats in the 

eichstag. 


A numerical index to the extension of socialist thought among 
the German workers from the early beginnings of the socialist 
movement until today is vividly shown in the figures of the elec- 
tions to the Reichstag (Table I). 


In half a century the socialist vote has increased more than a 
hundred fold. In 1912 the Socialist Party for the first time was 
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the strongest single party in the Reichstag and has since main- 
tained that position. To the Socialist Party’s representation 
in the Reichstag must be added their members in the various 
state legislatures, communal assemblies, etc. The party has today 
about 800 representatives in the legislatures of the various Ger- 
man states; 8,000 aldermen in about 1,000 cities; 33,000 repre- 
sentatives in 6,500 rural communes; and a great number of social- 
ist members officiate as city councilors or burgomasters in more 
than 600 German cities. 
II 

The course of development of organized socialism is exempli- 
fied in the membership figures (Table II) of the Socialist Party, 
which cover a period of nearly two decades. 


TABLE II 
MEMBERSHIP OF GERMAN SOCIALIST PARTY, 1906-23 
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* Figures do not include membership of ieeeuhes Socialist Party, 
which is reported to have had 300,000 members in March, 1919, and 900,000 
in December, 1919. 

t Figures include 215,065 members of the Independent Socialists, 
who joined the old Socialist Party on the occasion of the unification of the 
two parties in September, 1922. 

Here we note a steady ascent in the membership until 1914, 
the year of the outbreak of the war. The membership had then 
already passed the million mark. As the war progressed, the 
membership sharply declined to reach its lowest ebb in 1917, 
constituting then almost one-fifth of the pre-war figures. The 
end of the world-war and the socialists’ assumption of power 
through the revolution caused a tremendous increase in the party 
membership again, as it drew circles into political life that had 
hitherto been politically indifferent and freed people who had 


been legally prohibited from taking active part in socialist life. 
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It is quite likely that the membership of the Socialist Party has 
again declined in recent months, as a considerable number of the 
radical workers have left the socialists to join the communist 
ranks, and others have simply left the Socialist Party, despairing 
that they will find salvation from their own or Germany’s ills 
through any political party. 

It must be evident that a party that counts over a million 
members and constitutes so important a part in Germany’s 
political and economic life has created an effective organization 
to carry on its work and build up a big apparatus through which 
it functions. The basis of organization of the Socialist Party 
is the District Union (Bezirksverband), the territorial jurisdiction 
of which is determined upon by the Party Executive. The 
District Union is again divided into locals (Ortsvereine), a number 
of which can be joined to form subdistricts (Unterbezirke). To 
carry on the work of propaganda and to carry out the political 
actions of the party there are organized within the locals special 
agitation groups, and special propaganda units for work in indus- 
trial plants, in private and state establishments, etc. Today 
the Socialist Party has about 50 district unions and over 10,000 
locals. The Party Congress is the supreme organ of the party. 
The Congress, which takes place once a year, consists of delegates 
elected by all the district organizations, the Reichstag deputies, 
and the members of the Party Executive. The conduct of the 
affairs of the party is in the hands of the Party Executive (Partei 
Vorstand) elected by the Party Congress. The three chairmen 
of the Party Executive at present are Herman Miiller, Otto 
Wells, and Artur Crispien. The Party Advisory Committee 
(Partet Ausschuss), competent to advise in all important politi- 
cal matters concerning the whole party, consists of one repre- 
sentative from each of the district unions, elected for a period of 
one year. The Party Congress elects a Control Commission of 
nine members, which is to hold periodic inspections of the work 
of the Party Executive. 

The variegated activities of the party are taken care of chiefly 
by the following eight departments: (1) Woman Department 
for Organization Work among Working Women. Its organ is 
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the Gleichheit. (2) Social Welfare Central Committee (Haupt- 
ausschuss fiir Arbeiterwohlfahrt), to organize welfare committees 
all over Germany, to urge participation of the workers in securing 
the extension of workers’ protective measures and the enactment 
of welfare legislation. (3) Officials’ Central Office (Beamten- 
centrale), established to spread socialistic propaganda among 
government employees. Its journal is Der freie Beamte. (4) 
The Officials’ National Advisory Committee (Reichsbeamten- 
beirat), composed of fifteen members, to advise the Party Execu- 
tive in questions of principle concerning the personnel of the 
various national and state administrative offices. (5) Teachers’ 
Organization (Arbeitsgemeinschaft Sozialdemokratischer Lehrer), 
to support the party in its cultural work. Der freie Lehrer is 
its official organ. (6) Central Education Committee, to super- 
vise all the educational activities of the party. Its organ is the 
Arbeiter-Bildung. (7) Union of Working Youths’ Association 
(Verband der Arbeiterjugend-V ereine) , to spread socialist education 
work among working youths between the ages of fourteen and 
eighteen. Their official organ is Arbeiter Jugend. (8) Young 
Socialists (Jungsozialisten) , which are special organizations within 
the party of members between the ages of eighteen and twenty- 
two. Their chief aim is to deepen the knowledge of socialism 
among these young socialists and to spread the idea of socialism’s 
cultural mission. Their organs are the Jungsoztalistische Blatter. 

Besides the mentioned organizations, the socialist deputies 
in the Reichstag have formed fourteen committees to deal with 
special phases of their parliamentary activities, viz., committee 
of foreign affairs, finance, industry, food supply, social welfare, 
poor-law administration; a commiittee to deal with questions 
pertaining to the personnel of the government offices; committees 
on dwellings and land settlement, legal affairs, school problems 
and education, migration of population, transportation problems, 
and military and police affairs. 


III 


The Socialist Party’s creed of today, which has become the 
beacon to millions of German workers, is laid down in the latest 
party program formulated at the Party Congress at Gorlitz, 
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September 23, 1921. The aim of the Socialist Party, this pro- 
gram declares, is to unite in a common organization for the attain- 
ment of democracy and socialism all the hand and brain workers 
who must live from the proceeds of their work. The program 
starts out from the following premises: capitalistic organization, 
aided by modern technique, has placed the supremacy over the 
means of production in the hands of a comparatively small group 
of capitalists; it has separated the great mass of the workers from 
the means of production and caused them to become property- 
less proletarians. The world-war and its concluding peace 
dictates have accelerated this process. The ever growing con- 
centration of capital and of industry has made both wealth and 
poverty more extensive and at the same time widened the gulf 
between capital and labor. The development of an all-powerful 
capitalism has only awakened new ithperialistic designs to obtain 
mastery over the world’s industry, and is calling up the danger 
of new bloody conflicts which are threatening civilization itself. 

The Gérlitz program then points out that the recent political 
upheavals have given the masses the rights of democracy; and 
that the present powerful labor movement, representing the 
assiduous work of generations, is determined to help overcome the 
capitalist’s system, and to bring about an international union of 
the proletariat which will protect humanity from the devastation 
of new wars. The Socialist Party, the program further declares, 
is determined to give its all for the protection of the new German 
Republic, and beyond that to fight for the supremacy of the 
organized will of the people over industry and for the renewal 
of society in the spirit of socialism. Nationalization of the big 
trustified concerns is demanded, and the transformation of the 
whole capitalistic society into a socialist one is considered to be 
indispensable to free the people from the fetters of capitalism, 
to permit an increase in the productive capacity of industry, and 
to lead humanity to a higher economic and moral brotherhood. 

In the spirit of these declarations the socialists claim they are 
renewing the socialist creed as laid down in the Erfurt program 
of 1891; that is, they do not fight for new class privileges and 
class advantages, but rather for the abolition of a class régime 
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and the classes themselves; they fight for equal rights and equal 
duties without distinction as to sex or heredity. According to 
the Gérlitz program, the fight of the German socialists in the 
immediate future is to be concentrated upon the following: land, 
the natural resources, the whole economic structure were to be 
freed from capitalistic exploitation and all the means of produc- 
tion were to become the collective property of all the people. In 
the meantime there was to be set up machinery which was to 
exercise an effective control over capital as organized into trusts 
and other industrial combinations. The establishments belonging 
to the national governments, the states, and other public corpora- 
tions were to be enlarged, their management removed from 
bureaucratic influence and placed under democratic control. 

The immediate socio-political demands of the Gérlitz program 
are the following: unified labor laws; guaranties of the rights of 
coalition; effective workers’ protective measures; legal estab- 
lishment of a workday of eight hours at the most; lessening of 
the working time in establishments employing processes danger- 
ous to life and health; utmost limitation of night work for men; 
prohibition of night work for women and juveniles, and prohibi- 
tion for women and juveniles of working in hea!th-injurious occu- 
pations and on dangerous machinery; prohibition of gainful 
employment of children of school age; a weekly rest period of at 
least 42 hours, and yearly vacations with pay; support of all 
endeavors aiming at a removal of all the deleterious influences of 
work in the homes and the abolition of homework where it can be 
carried out without economic injuries to the worker. 

The Gérlitz program further demands fundamental financial 
reforms under recognition of the principle of taxation at the source 
and equitable distribution of the tax burden. Protection of the 
German Republic and its organic transformation to the “single 
state’ (Einheitsstaat); autonomy in communal: affairs, and 
democratization of all governmental institutions; fundamental 
reforms of the whole judicial system and cessation of “class 
justice”; the substitution of a social conception in all legal 
affairs for the present private legal conception; subordination of 
property rights to human rights; the right of all the people to 
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the cultural achievements and socialization of education which 
will inculcate in the growing youth the ideals of the Republic 
and of public service. 

In international affairs the Gérlitz program demands an inter- 
national organization of the working class upon a democratic 
basis which offers the best guaranty for peace. The present 
League of Nations is to be reformed to become truly a league of 
peoples, and not remain an instrument to serve selfish national 
ends; adjudication of all international disputes through an inter- 
national court; self-determination of all the peoples and protec- 
tion of national minorities; international disarmament; the 
maintenance of the principle of the open door, democratization, 
and simplification of diplomatic intercourse; and, last, the revi- 
sion of the Treaty of Versailles. 

In spite of these somewhat flamboyant radical declarations, 
a comparison of the Gérlitz program with previous socialist 
programs, especially the last German socialist program promul- 
gated in Erfurt in 1891, will sharply illumine the swing toward 
“‘reformism”’ that has taken place in the German socialist move- 
ment in the last few decades. The Gorlitz program, unlike those 
that preceded it, which seemed to have been designed for eternity, 
is for the here and now. It is plainly impatient with those who 
would spend their time in a lengthy discussion of the theories of 
socialism. It leaves out practically all theoretical speculations 
and prophecies; and a number of the theoretical concepts bor- 
rowed from Marx, such as the theory of recurring economic 
crises, the unavoidable disappearance of the middle classes, the 
continued impoverishment and expropriation of the working 
classes, have been dropped. Instead, reform work and concen- 
tration upon present-day problems are stressed and a consider- 
able number of “unrevolutionary”’ aims have been put in the 
foreground, as we have seen. 

The mass of the German socialists have thus come to accept 
ideas which they fought only a short while ago, when a small 
group led by Bernstein and von Vollmer, later called the “‘revi- 
sionists,”’ strongly advocated that the German Socialist Party 
should pursue a less doctrinaire and more opportunistic policy. 
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Although accepting the Marxian theories as the basis of their 
political and economic activities, the revisionists held that they 
needed to be amended in many vital respects. They pointed out 
that Marx’s prediction of the concentration of wealth and the 
elimination of the middle class has not been confirmed by the 
actual economic development. The revisionists also denied the 
“‘catastrophe”’ theory according to which socialism will be intro- 
duced at one stroke some day, by a forcible overturn. In their 
minds the road leading to socialism was a long and tortuous one. 
And while their ultimate aim was the abolition of the private 
ownership of the means of production and the establishment of 
the socialist commonwealth, there were sharp differences be- 
tween the revisionists and the orthodox Marxians as to the speed 
with which this goal could be attained. The revisionists therefore 
put the greatest stress upon practical work of the party, the trade 
unions, the co-operative societies which should bring about an 
immediate amelioration in the conditions of the working class. 
For nearly two decades this theoretical bout went on between the 
radicals, the adherents of orthodox Marxianism, and the revision- 
ists. But as the party grew in numbers and was forced to face 
ever greater political responsibility, the “practical” socialists 
won the day, and already before the war the German Socialist 
Party was well on the way to become a reform party pure and 
simple. 

These reformistic tendencies of the German Socialist Party 
have become especially marked since the transformation of 
imperial Germany into a republic and the assumption of govern- 
mental power by the socialists. The socialist worker since then 
has become ‘‘state conscious.” He is beginning to redefine 
his attitude toward the republican state, which is no longer to 
him the same antagonistic class state that the absolutistic- 
monarchistic state was. He is placing tremendous emphasis 
upon the maintenance of the democratic republic, for the defense 
of which he is willing to give his all. To the workers the existence 
of the republic is a question of life and death, because they con- 
sider it a stepping-stone to the socialist commonwealth and the 
only possible ground upon which the struggle for enlarged labor 
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rights can be successfully fought out. Even though being avowed 
internationalists, the socialists object strenuously to accusations 
that have been hurled at them of being unpatriotic and anti- 
national. The socialists declare that they have a vital interest 
in building up a strong national state which should come to be 
regarded as an equal in the concert of nations, and which will 
assure to the workers unhampered unfoldment of their latent 
powers and capabilities. 

In this connection the socialists point with pride to the accom- 
plishments of their party during and since the revolution, which 
have assured to Germany, they assert, the establishment of the 
parliamentary-democratic system and which have not only pre- 
vented the triumph of bolshevistic ideas, but have checkmated 
the unscrupulous machinations and onslaughts of the reactionary 
monarchists. These, they claim, are no mean accomplishments 
for a party which under the imperial régime was never allowed to 
participate actively in governmental affairs, and which could ill 
spare the few labor functionaries at its disposal during Germany’s 
most critical period. 

The German socialists’ affirmation of the republican state has 
caused them to feel definitely responsible for its continued exist- 
ence and well-being. They say that inasmuch as they are now 
an integral part of the state, they cannot afford to pursue merely 
one-sided class politics; they recognize that co-operation with 
the responsible bourgeois republican parties has become an abso- 
lute necessity. Even at the time when they are not directly 
represented in the government and are purely a party of opposi- 
tion, they cannot afford to pursue other than politics of responsi- 
bility. 

It is obvious that the German socialist feeling of responsibility 
for the state is calling out more and more the latent reformistic 
tendencies in the socialist movement. Since the ending of the 
war the socialists have come to have a much clearer recognition 
of the tremendous difficulties that will yet have to be overcome 
before achieving their ultimate goal. And utopistic and doctrin- 
aire ideology is giving way to conceptions which are more in 
consonance with the forces in society as they find them today. 
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The German socialists are quite ready to declare that an abso- 
lutely strict adherence to the old socialistic slogans is no longer 
possible in view of the entirely different position which the 
socialists are occupying in the republic and in view of the com- 
pletely new problems they are facing. A great many socialists 
believe with Bernstein, the veteran socialist and Marx critic, that 
the uncompromising Marxian doctrines are no longer tenable, 
as Marx could not foresee the development by the workers of 
such effective class instruments as the trade unions, collective 
agreements, the works councils, all of which have gained them a 
decisive voice in the political and economic life of the nation. 
Although the socialists still claim adherence to the concept of 
the class struggle, which they regard as the central point of the 
movement and one of the indispensable weapons in the workers’ 
fight for freedom, they are quite willing to modify it in its prac- 
tical application. Emphasis is placed today upon reform work, 
which is considered to be simply another phase of the class 
struggle. It is consistent reform work, they think, that will 
gradually transform the capitalist state into the ultimate socialist 
state. The socialists are consistent in their advocacy of the 
peaceful evolution to the socialist state and are strongly opposed 
to the violent methods of the proletarian dictatorship. They, 
in general, oppose sudden revolutionary changes because they 
recognize that at this moment even the strongest political and 
economic organizations of the workers could not effect really 
fundamental changes in modern economic organization, the 
product of the development of centuries. They believe that 
progress is to come step by step, and if positive results are to be 
attained, the laws of organic development will have to be observed. 


IV 


The “‘reformism” of the opportunistic Socialist Party is, 
however, sharply opposed by the communists, who have become 
a factor in Germany’s political life since the revolution. The 
communists are organized in the German Communist Party 
(Kommunistische Partei Deutschlands), which is said to have a 
membership of 300,000. The German Communist Party is a 
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section of the Third (Moscow) International, is subject to the 
decisions of the congresses of the Third International, and re- 
ceives constant directions from its Executive Committee which 
are absolutely binding upon the party. The German Communist 
Party is a highly centralized organization which keeps a very strict 
discipline within its ranks. The Party Congress is the highest 
authority of the party, and an Executive Committee elected by it 
directs the work of the party and exercises complete control over 
the party organs (the press, agitation committees) and function- 
aries (parliamentary representatives, etc.). Members of the party 
are pledged to spread communist ideas at all times and everywhere 
—within the establishments, the works councils, the trade unions. 
Wherever communists are members of organizations, they are to 
form special communist “cells” for the propagation of communis- 
tic ideas. 

For the moment the raison d’étre and lifeblood of the commu- 
nist seems to be untiring, zealous, never ending agitation. To the 
communists, capitalism is already in its death throes, and Ger- 
many is in the midst of the social revolution, which must be con- 
sciously speeded up to the ultimate removal of the capitalist 
system. To achieve this end every means is justifiable, and 
these means are therefore not subject to any moral evaluation, 
but must be judged in the light of their effectiveness to, and use- 
fulness in, the proletarian struggle. The communists accuse the 
Socialist Party of getting completely away from the fundamentals 
of the class struggle, and claim that it has not fixed its policy in 
accord with proletarian needs, but has been a subservient and 
willing tool of the bourgeois state and capitalist society. The 
socialists’ evasion of the class struggle and their opportunistic 
politics, the communists claim, have aimlessly dissipated the 
militant spirit and the revolutionary zeal of the workers. 

The communists in the main are opposed to parliamentarism 
because they claim it puts fetters upon the free use of spon- 
taneous mass action; the parliamentary system they think merely 
allows the workers’ representatives to make their “little 
speeches,” but when it comes to decisions of far-reaching con- 
sequence, they are taken in tow by the capitalistic-nationalistic 
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parties. In spite of this adverse criticism, the communists are 
quite willing to have their representatives in parliamentary 
bodies—not with any hope, however, that they will be able to 
gain anything there worth while for the workers, but with the 
thought that these bodies will secure public forums through 
which the Communist Party will be able to carry on its work of 
agitation. 

The communists also object strenuously to the co-operation 
of the socialists with the bourgeois political forces, because class 
struggle and political co-operation are contradictory to each 
other; and because the socialist representatives generally get 
worsted in a coalition government in which the opposing forces 
are too strong to allow them to defend the workers’ interest with 
the same success as the representatives of the bourgeois parties 
are able to defend capitalistic interests. In the final analysis 
the capitalist parties will support a coalition government in which 
socialists are represented only so long, the communists say, as it 
carefully refrains from interfering with capitalistic privileges. 
The communists further claim that a coalition of the workers’ 
parties with the bourgeois parties can bring no gain to the cause 
of socialism, but must rather harm it, because in a coalition gov- 
ernment the socialists alone bear the responsibility for any 
unsocial, antiproletarian policy such a government may pursue. 
The socialists’ coalescing with the bourgeois parties can have only 
the effect of crippling proletarian action, and instead of liberating 
and uniting the workers’ parties, it only causes their estrangement 
and must force the radicals into the sharpest opposition. The 
consequences are fratricidal struggles, instead of a united front 
against the common enemy. The remedy for the situation can 
only be the “‘single front”’ (Einheitsfront) of all the revolutionary 
workers’ forces, which would consider the workers’ interests alone 
and would have their gaze always fixed upon their revolutionary 
goal. 

What do the communists propose todo? Their momentary 
plan of the many which they have propounded is to replace the 
bourgeois government by a purely workers’ government (Arbeiter- 
regierung) which would rest squarely upon the shoulders of the 
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great mass of the workers and which would be a class instrument 
pure and simple. Its activities would not be limited to securing 
petty reforms within the frame of bourgeois society; it would 
really take up the fight against the bourgeois forces to the ultimate 
removal of the capitalist system. The parliamentary system 
might be retained for the present, but the workers’ influence in, 
and control of, the government would be immediate and direct 
through the works councils, which would not be, as they are now, 
powerless organs of the labor movement, but would become 
effective instruments of the class struggle to be consistently 
utilized for mass action. 

The communists are placing no reliance in the present organs 
of state—the police, the army, the administrative apparatus. 
They are urging the workers to inaugurate immediately a system 
of ‘‘self-help,”” which means the formation of proletarian control 
committees all over Germany, chiefly to effect price control over 
the necessities of life; of Workers’ Guards, the proletarian army 
of defense against the growing fascistic movement; committees 
of proletariar action recruited from the works councils, and so 
forth. 

V 

It goes without saying that the communists are meeting with 
the united and determined opposition of all the bourgeois forces 
in Germany. But they are also strongly opposed by their own 
socialist parents and are fought bitterly by them on occasion. 
The socialists, unlike the communists, are convinced that the end 
of capitalism is not yet in sight, but that capital is exhibiting 
rather an astounding strength and courage; and it is organizing 
its forces so planfully that it will not be difficult for the capitalists 
to ward off effectively any attacks made upon them. 

The socialists believe a compromise policy between the social- 
ist party and the bourgeois parties is necessary in order to guar- 
antee to Germany an orderly democratic development. The so- 
cialists agree with Kautsky, the eminent Marxian theoretician, 
who thinks that in the transformation period between the present 
bourgeois state and the coming socialist state a coalition govern- 
ment is the natural and inevitable state of affairs, and that in such 
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a government the proletarian influence, though not always 
externally evident, is ever present nevertheless. 

The socialists look with ridicule upon the German communists, 
willing tools of the “professional revolutionaries” of Moscow, 
who would ‘make the world safe for the revolution.”” They 
think that the Moscow way and the employment of desperado 
politics leads to destruction, and that the communists in their 
agitation for the overthrow of the bourgeois government and the 
substitution for it of the workers’ government are merely playing 
into the hands of the reactionaries, for whom they are providing 
new fuel in their work of undermining the foundations of the 
republic. 

The socialists claim that the communists should not be taken 
too seriously, as they are shifty “catastrophe’’ politicians, quick 
to take up catch-phrases for their irresponsible work of agitation 
which should respond to the momentary workers’ feeling of dis- 
satisfaction. Points of attack are the high cost of living one 
day; taxation burden the next; then again a capital levy, control 
of production, a workers’ congress of the world, and so forth. 
Yesterday the communists violently opposed participation in 
public elections, and today they are exuberant when they take 
away votes from the Socialist Party. To the conservative social- 
ists these are surely symptoms that some of the theories of the 
communists are beginning to weaken and that they no longer 
believe in the extension of the Russian revolution to become a 
world-revolution, and in a sudden general collapse of the capitalist 
order. 

The cry of the communists for the “single front,’’ the conser- 
vative socialists regard as hypocritical, because the communists 
are not willing to subordinate their wishes to the will of the major- 
ity. The single front to the communists means that the socialists 
surrender abjectly, and accept unconditionally the communistic 
slogans and tactics. The socialists readily acquiesce in Kaut- 
sky’s recent pronunciamento that what makes co-operation 
with the communists impossible is their impatience and their 
Jesuitism. ‘Their aim is to destroy every proletarian organiza- 
tion which does not follow their dictates, and they do not stop 
short of the employment of such means as lies and force to attain 
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their goal. To work together with comrades of this sort would 
mean suicide to the Socialist Party, Kautsky thinks. 

To the socialists the danger of the communist propaganda lies 
in the fact that it is often carried on by idealistic and dramatic 
people who are able to give their distorted notions the semblance 
of an impelling truth; and that although they really have no 
workable plan for immediate action, they readily find new adher- 
ents because they are always prompt to predict coming events 
with a geometrical exactitude and seem never to be stumped by 
the inexorable facts which have shown that the predicted develop- 
ment has taken a diametrically opposite course. 


VI 


How powerful a political factor are the communists today ? 
What influence have they upon the masses? Is the communist 
movement growing? In answering these questions it should be 
remarked at the outset that, due to the spectacular and effective 
advertising campaigns carried on by the communists, they are 
able to give the appearance of having a strength and importance 
which they do not really possess. The communists have 15 
seats in the Reichstag, compared with 173 occupied by the social- 
ists in a grand total of 459. They have to representatives, while 
the socialists have 40 out of 96 in the legislature of “‘red’’ Saxony. 
In Thuringia, the stronghold of the radicals, the communists 
are represented in the State Assembly with 6 seats, the socialists 
with 22 out of 54 seats. In the diet of Wurttemberg, which has 
ror seats, the communists have 4, the socialists 27 seats. In the 
State Assembly of Oldenburg the communists occupy 2 seats, the 
socialists 12 out of 48. In Mecklenburg-Strelitz the communists 
have 7 seats, the socialists 8 out of 35. 

Recent public elections give no very definite clue as to the 
comparative strength of the communists and socialists in Ger- 
many. In the September, 1922, election to the Thuringia diet, 
the communists got 73,668 (10.8 per cent) votes, the socialists 
265,659 (38.9 per cent) out of a total of about 670,000 votes. 
In the election held in Saxony in November, 1922, the 266,755 
votes of the communists were opposed by 1,059,131 socialist 
votes. In the elections to the State Assembly of Oldenburg in 
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June, 1923, the communists received 11,815, the socialists 47,480 
out of a total of 193,064 votes. The election to the diet of 
Mecklenburg-Strelitz, held in July, 1923, gave the communists 
10,633 and the socialists 11,707 out of a total of 51,242 votes. 

Considering Germany as a whole, the importance of the com- 
munists as a political factor is not very great today, and their 
influence upon the great mass of the workers does not seem to be 
very considerable at the moment. Of course, it cannot be pre- 
dicted with absolute certainty what psychological influence the 
continued pressure of the uncertainties of present-day German life 
will have upon the masses. It is quite probable that the commu- 
nists will increase their following at the expense of the socialists, 
not so much because the workers will have become convinced 
adherents of communism, as simply because of their disappoint- 
ment with the socialists’ revolutionary achievements and their 
impatience with the parliamentary system, which has not found 
the means of stopping the continued impoverishment of the 
workers. ‘They are communists by despair rather than by con- 
version. 

The communists claim to have another very valid reason for 
strenuous opposition to the socialists in their policy of political 
compromise and economic co-operation. The socialists justify 
their policy by pointing to the fact that the socialist forces con- 
stitute as yet a minority in the entire population. And its leaders, 
being possessed of a strong feeling of responsibility for the com- 
mon weal, cannot afford to urge any radical solutions of pending 
social and economic problems. It is the nature of the situation 
that obliges the socialists'to effect a compromise with and to 
seek the co-operation of those very forces the rights of which they 
would curtail. 

The attitude of the socialists has aroused the communists 
tremendously, and in the face of it they claim that the communists’ 
ascent is inevitable, and cannot be stopped if the last of their 
leaders should be jailed. The communists boast that even if the 
reformistic attitude of the masses should cause the isolation of 
the communists for the moment and lead to the strengthening of 
the conservative socialist leadership, Germany’s political life is 
in a process of fermentation which will have the ultimate effect 


























TENDENCIES IN THE GERMAN SOCIALIST MOVEMENT 79 


of isolating the reformistic leaders of yesterday and of uniting 
the German proletariat under the leadership of the communists 
tomorrow. 

Recent events have not quite borne out the communist con- 
tentions. During the monetary crisis in November, 1923, which 
marked one of Germany’s darkest hours since the revolution, when 
a complete economic and political collapse seemed inevitable, 
it was heralded abroad that communist rule was imminent and 
that no force could stay it. The expected has not come to pass, 
however, and subsequent events have not shown that Germany is 
headed toward communism. The socialists are still in the saddle 
and are quite likely to stay in it. Their position as a govern- 
mental party has been weakened tremendously, of course, because 
their inability to cope with the insurmountable difficulties of 
settling the reparation problem and stabilizing the currency has 
given the criticism of the opposing bourgeois forces considerable 
validity. 

There is no doubt that socialism has received quite a setback 
in Germany. Numerous followers have quit the Socialist Party 
because of their despair that any improvement will be wrought 
in their lot through socialist political action, or, for that matter, 
through any political action. Nevertheless, the conservative 
socialists have the masses pretty well in hand, and in spite of 
the apparent radical tendencies among large groups of the work- 
ers, it is not likely that the leadership over the socialist workers’ 
army will pass into the hands of the Moscow-adhering commu- 
nists. 

The weakening of the Socialist Party will last, no doubt, 
as long as Germany remains in the present economic crisis, with 
reparation and currency problems unsettled, with unemploy- 
ment increasing, and the food situation becoming worse. But 
once the reparation and currency problems are brought nearer 
a solution and there is an approach toward industrial normalcy 
in Germany, the socialists will draw a fresh breath and set to 
work with a will to put their organization upon a sound founda- 
tion again. It does not need to be mentioned here that when the 
socialists will be able to look somewhat more freely about them, 
after their year-long nightmare, the socialist machinery will 
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undoubtedly receive a thorough overhauling; and in the light 
of after-revolutionary experience a very searching scrutiny will 
be made of the socialist tenets and of “the promise of socialism.” 

The election to the Reichstag held May 4, 1924, showed 
rather a decided shifting of votes toward the extremest parties 
—the nationalists and the communists. The Socialist Party 
suffered a considerable reduction in the number of seats it held 
in the old Reichstag—from 173 to about 100. The communists, 
who held fifteen seats in the last Reichstag, will have about sixty 
seats in the one just elected. It is difficult to say to what extent 
the socialists’ loss in votes and the communists’ gain means a 
definite swing toward communism. It should be recalled that 
at the time of the Independent Party’s unification with the old 
Socialist Party in September, 1922, a great many radical ad- 
herents of the Independents had already gone over to the com- 
munists, so that the Independent Socialist deputies in the 
Reichstag virtually were representatives without a constituency. 
The results of the present election therefore more nearly represent 
the situation as it has existed for some time past. That the 
socialists in these circumstances have been able to capture 100 
seats in the new Reichstag is considered to be a great success, 
and they still represent the largest single party in the Reichstag. 
Although the communists have augmented their number of 
deputies very considerably, they have not won the success they 
had confidently expected. 

The settlement of the reparation problem and a return to 
industrial normalcy in Germany undoubtedly will cause the old 
Socialist Party to be strengthened quite considerably and enable 
it to assume once more an aggressive attitude in defending the 
interest of labor, instead of having to be on the defensive to ward 
off the attacks of the industrialists as they have had to be in recent 
months. An exhibition of greater strength and aggressiveness 
on the part of the old Socialist Party will take away a great deal 
of perhaps justifiable criticism of the socialists by the com- 
munists, and we may then see an increase in the ranks of the 


socialists at the expense of the communists. 
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STABILIZING AGRICULTURAL PRICES 


Under a system of free enterprise, wherein the production of 
goods is the work of mahy self-chosen producers, producing as 
much or as little as their economic foresight leads them to decide, 
there is always the danger lest supply and demand be somewhat 
out of harmony. Classical theory, by setting up the institution 
known as ‘“‘the long run,” eliminated this awkward outcome. 
For in “‘the long run,” and assuming competition, an excess of 
supply (meaning thereby more than could be sold at a profit to 
the producer) cured itself by discouraging output, just as, in the 
opposite case, a deficiency of supply was cured by the encourage- 
ment of output. Thus, in ‘the long run,” output would be 
consistently normal, and prices would be stabilized in some 
relation to the cost of production. This automatic regulation of 
output, based as it was on the normal economic reactions of pro- 
ducers, seemed sufficiently superior to any other means to raise 
a strong presumption against conscious interference either by 
government or by associations of producers themselves. 

On the other hand, the result was to consider immediate time 
as of little importance, and to pass over temporary dislocations 
with little regard to any of their incidental and often painful 
consequences, provided they encouraged or discouraged output. 
But the immediate effects are those that interest human beings. 
Consumers, suffering from deficiency of supply and attendant 
high prices, abate not their grumblings nor their sneers about 
profiteering, even though out of their discomforts should come 
the desired cure. Nor are bankrupt producers, or (in manufac- 
ture) the considerable body of unemployed and quite innocent 
work-people, comforted by the thought that their miseries are 
necessary to the functioning of the economic machine. 

One might well ask, therefore, whether these temporary but 
often severe economic discomforts could not be avoided; whether 
there could not be devised some more intelligent method of 
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harmonizing production and consumption than through the 
unregulated operation of the laws of supply and demand. 

Even now, of course, in many fields we refuse to allow eco- 
nomic laws to work their unrestricted consequences. Human 
will is a factor even in economics, and human will insists on 
interference. We interfere with the movement of gold between 
countries. We store it away lest its normal economic use do us 
harm. Banks use their discount rates to control the activities 
of business. It is seriously proposed to stabilize prices by 
manipulating the dollar. We try to avoid cyclical fluctuations 
of employment, and, by seeking conscious methods of stabilizing 
production, try to make the demand for labor reasonably uni- 
form. In the field of private enterprise, many groups of pro- 
ducers are refusing to be completely the sport of the variations 
of supply and demand, and by controlling output they seek to 
stabilize their prices. 

In manufacture this process has gone a long way and has 
achieved, through various associations of producers, consider- 
able success. In agriculture, the conditions of production impose 
more formidable obstacles. But even in agriculture the ques- 
tion is being insistently raised, and must be faced, whether con- 
scious and intelligent methods could not bring about reasonable 
stability of production and prices. 

Let us, then, examine some of the conditions under which 
stability might be attained; whether these conditions can be 
realized in agriculture; and, if realized, at what cost. 

Evidently the essential prerequisite of any stabilization of 
price is control over supply. Once supply exists or is to be 
thrown on the market, price, for good or bad, is practically pre- 
determined. Stability of price depends on stability of output, 
or if not on output, upon stability of volume offered forsale. But 
the control of output in agriculture is subject to two considerable 
if not insuperable obstacles, namely, the effect of natural condi- 
tions on the one hand, and the vast army of producers on the 
other. 

Where output is the work of man, as in manufacture, there 
is usually no physical barrier to output control. Steel pools 
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and similar combinations, whatever their success or failure, suffer 
no natural difficulties. But in the field of agriculture, such physi- 
cal control is clearly very difficult. In such things as fruit, 
where the trees in any given season cannot be increased or 
decreased in number, the output, as far as short time is con- 
cerned, is almost completely beyond the control of the producer. 
It may be neglected, it is true; it may be left to rot on the trees; 
but essentially the output is the work of nature, and its immediate 
volume depends on natural, not human, causes. In the case 
of sown crops, such as wheat, greater seasonal control is possible, 
for more or less acreage can be put under cultivation. But the 
output is still uncertain, owing to the vagaries of nature, and the 
resulting variability of the yield. More acreage and harder 
work may be followed by smaller crops quite as commonly as by 
larger ones. Whatever human control is exerted, its effect is 
only partial, and often quite overshadowed by the more powerful 
natural agents such as sun, wind, rain, and pests. 

Indeed, even the human factors necessary to control seem to 
be harder to secure in the field of agriculture than in any other 
field. If there is to be adequate control of wheat output, farmers, 
not merely in local areas, but substantially over the whole terri- 
tory, must unite in a program of planting and cultivation, a 
program designed to bring about such an output as to meet a 
carefully estimated demand and at a profitable price. 

But such a united program is not easy under the most 
favorable circumstances. Monopolistic efforts have, in the past, 
ordinarily been successful in proportion to the fewness of the 
producers. If the business has reached a point where a few pro- 
ducers dominate the field, these producers may successfully 
unite. Where producers are many and scattered, joint action 
has been practically out of the question. An anthracite coal 
monopoly is possible; a monopoly in the bituminous field, or 
even substantial unity of action, has never been achieved. 
Thirty concerns may successfully co-operate to stabilize output 
and prices; three hundred would probably fail. 

In agriculture these conditions are particularly hard to meet. 
Where there are special types of producers, narrowly held together 
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in location, with an output capable of being distinguished by 
advertising, some combination is both possible and workable. 
But in the field of the great staples, such as wheat, which is 
widely produced in standard grades, unity of action is excessively 
difficult to achieve; for farmers in all districts must unite. 
Local combines are not enough. It is said that when farmers in 
Indiana, a year or two ago, planned to reduce acreage of corn, 
Oklahoma farmers were proposing to plant corn instead of cotton. 
Moreover, the unity of action here required is more than a mere 
getting together of producers, difficult as that is in itself. It 
involves an accurate and authoritative investigation of the 
probable course of demand, such as to insure the success of a 
program of planting. And this implies the maintenance of a 
statistical organization and an expert staff capable of estimating 
the changes in demand due to secular trend, to cycles of trade, 
and to such other influences as are reasonably predictable. 

That these problems of organization and control are not easy 
to solve in this country of innumerable scattered producers 
inheriting traditions of extreme individualism seems sufficiently 
obvious. But many apparently impossible things are achieved 
by the will of human beings, and presumably these difficulties 
will some day be overcome also. Even so, however, there still 
remain the variations in product due to natural causes. Despite 
control, there will still be occasional lean years, sometimes even 
bad years. And there will be, on the other hand, years when the 
beneficence of nature will increase the crops unduly. There 
will be years when, because of war, financial crises, or other 
notable disturbance, demand may fall away and bring about a 
relative excess of output. The most competent kind of organiza- 
tion will find itself faced with these eventualities, and must 
find some means of solving the awkward problem of stabilizing 
prices under such conditions. 

Let us now examine more closely the price problems involved 
in the existence of an excessive supply. Accepted theories of 
price indicate that even a monopoly, or a combination of pro- 
ducers, cannot obtain other than a single price for a commodity, 
the output of which is already fixed, and which is to be put on the 
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market in toto. In the case of agricultural staples such as wheat, 
this price is the season’s price, and it is measured by the marginal 
vendcibility of the supply; or, in more popular language, it is the 
price which will cause all the supply to be sold. Price must fall 
until enough demand has been called forth to take the supply off 
the market. The very function of price is to bring about this 
necessary equilibrium of supply and demand, or “‘to clear the 
market.” 

Hence no magic formula and no juggling by organizations 
will get the desired (stabilized) price equal presumably to cost 
of production including a fair return, if the supply is to be sold in 
the ordinary commercial manner. The excess of supply seems 
necessarily to involve a lower price. That this is so may be 
demonstrated by considering what to many people seems the 
simplest way of removing the ills of a year of excess output, 
namely, demanding that government either fix a price high 
enough to be profitable, or else buy the crop at such a price, 
reselling as best it can. Clearly such a policy at the best only 
shifts the loss from the producers to the people as a whole. If the 
market price of wheat is $1.25 and the need to cover cost is $1.50, 
then the government by setting a price at $1.50 would leave the 
farmers with part of their crop unsold. This does not solve the 
problem. If the government bought the wheat at $1.50, it 
could only dispose of it all at a price of $1.25, thus assuming the 
losses due to excess output. If it resold at $1.50, it would have 
wheat on its hands, and we are back to our problem again, only 
now it is government rather than the producers who must get rid 
of the surplus and face the awkward problems involved in 
attempting to do so. 

Granting, then, the existence of a surplus, what can be done 
to avoid the consequences thereof in the matter of price? Let 
us consider the various alternatives, and some of their possible 
effects. A proposal sometimes advanced is that the supply be 
pooled through some adequate organization, and the power of 
combination in marketing be used to raise prices to a profitable 
point. This evidently assumes that a monopolist can command 
a better price for a given output, all of which is to be sold, than 
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can a body of competitors. But monopolists can achieve this 
result only under special conditions. And those conditions are 
that the goods be not put on sale at a single price to all, but be so 
marketed as to take advantage of the demand of every class of 
consumer, from those who would pay high prices down to the 
marginal buyer necessary to the clearance of the market. 

But this policy is by no means easy to carry out at the best. 
Ordinarily it is impossible boldly to demand that some people 
pay higher prices than others merely because they are wealthy, 
or because their needs are more pressing. The usual method 
is through advertising and dressing up the goods. But agri- 
cultural staples, such as wheat, are not of the kind that lend 
themselves to advertising, and certainly not in such a way as to 
make it possible for a pool to exact a series of class prices. By 
holding back the supply, possibly necessitous buyers could be 
frightened into buying. But most buyers of wheat can wait; 
few could be easily bluffed. Facts about the crops are usually 
available; in any case they come out as the season goes on. 
Under such circumstances, dribbling out the supply in the hope 
that fear would raise the price seems hardly likely to be successful. 

On the face of it, a design to increase the price of a given 
supply through the power of a pool fails to take into account the 
devices necessarily used by even the most competent monopolist, 
and, even more, whether such means could be used in the field of 
agricultural goods in any case. The conclusion, therefore, is 
unavoidable: only by reducing the supply can producers escape 
an objectionably low price level. But there are at least three pos- 
sible methods of reducing supply, which may now be considered. 

1. The output may be reduced by destruction. By such a 
means a higher price may be obtained for the rest, one which 
is presumably high enough to pay the cost of the whole output 
(including the part destroyed) and give a profit to the producer. 
This has always been a possibility and at times an actuality. 
Everybody knows the textbook illustration of the Dutch East 
India Company and the tea crop. Nearer home, this method is 
familiar among those who suffer from excess in such commodities 
as fruit. Buyers of apples not uncommonly contract for the 
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output of orchards, picking them, or leaving them to rot, accord- 
ing to the condition of the market and the price desired. 

Theoretically, this device is open to agricultural producers 
in general. Practically, no such means could be used. Unity 
of planting and marketing is hard enough to achieve. Unity 
in destruction seems absolutely out of the sphere of practical 
policies. It violates a profound human sentiment to destroy on 
any large scale what seems to be one’s own handiwork, even if 
nature is largely responsible. Moreover, the moral uproar such 
a proceeding would cause among consumers would be quite unen- 
durable. When in the early days of coffee valorization the Brazil- 
ian government proposed to dump surplus coffee into the Atlantic 
Ocean, even the hardened importers raised their hands in horror. 
And yet back of the proposal was the highly praiseworthy motive 
of making the business profitable and raising the coffee planters 
out of almost hopeless depression. Presumably, then, destruc- 
tion must be ruled out. 

2. The excess output does not have to be destroyed; it can 
be disposed of by the familiar monopolistic device of dumping 
abroad. Just as in the past Germany more or less successfully 
stabilized her steel trade by the safety valve of dumping, so 
could wheat prices of a given country conceivably be stabilized 
by similar means. It would have the advantage over destruction 
in that some price, however low, could be obtained for the excess, 
thus enabling home prices to be lower than they otherwise would 
have been. Moreover, agricultural commodities such as grains 
are peculiarly adapted to the policy of dumping, in that they are 
standardized in grades and have no highly restricted market. 
By being thus capable of sale in all parts of the world, they are 
more successfully dumped than goods of less adaptability to 
standardization, which rely more on advertising and trade 
connections, and which, for that reason, do not find new markets 
with the readiness demanded for successful dumping. The 
method, also, has found some favor in practice, because it lends 
itself to the use of governmental agencies, which, while commonly 
opposed on principle if operating in home markets, are less 
obnoxious when designed to facilitate sales abroad. But whether 
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dumping is practiced by an organization of producers or through 
governmental or semi-governmental agency, it presents some 
difficulties that are not always frankly faced. 

a) Where the goods in question are largely exported in any 
case, as is true of cotton, the program of dumping would be too 
costly to be considered. It would tend to spoil a large part of 
the market, and indeed violates the very idea of dumping, which 
is to protect the major market. Even if the excess were dumped 
in foreign markets not ordinarily used, nothing could prevent 
the dumped supply finding its way into other foreign areas where 
prices were to be held at a higher level. Prices at home can be 
maintained by tariff barriers. No control can be exerted over 
prices abroad. 

b) For agricultural goods that enter into foodstuffs the demand 
is highly inelastic. Hence an excess of supply could be disposed 
of only at very low prices, making the method, at the best, very 
unremunerative. 

c) In order to prevent goods from coming back to be sold at 
the higher home prices, tariff barriers would have to be erected. 
Moreover, as the dumping would be spasmodic rather than regu- 
lar, and as even when dumping occurred the dumping prices and 
hence the dangers of reimportation would vary with the amount 
dumped, the duties would have to be equally fluctuating. Hence 
a serious political and administrative problem would arise. 

d) Dumping in a world-market, as in the case of wheat, would 
lead to excessively unstable prices in the countries exposed to 
the practice, and indeed in the outside market in general. This, 
like the sliding scale of duties practiced by England during and 
after the Napoleonic wars, would lead to wild fluctuations in the 
production of agricultural goods abroad. Such fluctuations would 
enhance the difficulty of maintaining a stabilized level in the 
home market. 

e) A tariff shutting out goods would shut out not only 
dumped goods, but goods ordinarily imported (as from Canada). 
Thus there would necessarily be thrown on the world-market 
an additional output with an even greater dislocation of prices 
and production. Indeed, stability at home achieved by these 
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methods tends to create an equivalent instability abroad. 
Countries suffering from the effects of such expedients would 
hardly be inclined to endure the situation passively, and the 
probable result would be prohibitory tariffs putting an end to 
the whole business. 7 

f) In any case, to the extent that dumping is successful, it 
releases producers at home from the consequences of over- 
production; and unless strong hands are laid upon them, they 
could hardly fail to be encouraged to continue the existing level 
of production. But then they would perpetuate the tangle from 
which dumping was to extricate them. 

The policy of dumping, therefore, is one of considerable com- 
plexity. Its results are exceedingly uncertain, but its probable 
effects on production both at home and abroad seem to be 
unfortunate enough to make it an expedient of very doubtful 
value. Certainly it is a device to be used only after a frank 
examination of all its possible by-products. 

3. A third method of reducing the output to be sold, and one 
which is in many ways the most promising, is by putting the 
surplus into storage, into a reserve, which may be carried over 
till a later, and if necessary a much later, season. Such a scheme 
has on the face of it the double advantage of stabilizing prices 
(and profits) in the year of excess output, and of creating a 
reserve capable of being drawn on in seasons when production, 
through uncontrollable causes, happens to be deficient. Essen- 
tially this is the method of valorization, as practiced by the 
government of Brazil in regard to coffee and of late years by the 
Japanese silk syndicate. It is applicable to all goods subject 
to natural variations of output and capable of storage for long 
periods of time without undue deterioration. 

Valorization opens to the producer the control of a consider- 
able range of prices, depending upon the amount thrown on the 
market. And presumably a price profitable to the producers 
may be determined upon and obtained. Should prices go beyond 
this point, more goods are thrown on the market. If prices 
fall, more goods are added to the reserve. Where the method 
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can be applied, substantial stability of prices seems apparently 
within reach. 

What, then, are the problems arising from the use of this inter- 
esting device ? 

a) Valorization necessitates not merely organized control 
of planting and output. It goes beyond this; it goes beyond 
organized pooling for marketing purposes. It demands an 
organization capable of storing goods for long periods of time, of 
taking risks of spoilage and deterioration. For crops, successful 
valorization elsewhere has involved the intervention of the 
government, because it has been so difficult to achieve an associa- 
tion of producers capable of assuming the required responsibilities. 
In this country the situation of the farmers points to the same 
outcome, contrary as it might be to the general theories of the 
people. 

b) In any case, the risk involved is very great. The expense 
incurred may be thrown away if the goods spoil in keeping. If 
the market demand remains for some time no more than sufficient 
to take off the normal output, or if the conditions of agriculture 
make for a series of abnormally good years, the stored output 
may be practically lost, and the result be equivalent to a post- 
poned destruction of the excess. 

c) Valorization, if properly carried through, implies the use 
of the stored reserve to make good a deficiency of supply in lean 
years, and in general whenever the conditions of the market make 
for a rise in prices above the stabilized level. But this indicates 
a willingness on the part of producers to spoil what would be to 
them a good market, and raises a problem of joint action and 
joint self-sacrifice that has some awkward possibilities. Most 
of the schemes for stabilization are developed by producers suffer- 
ing from low prices; they seem rarely to visualize the correlated 
necessity of correcting prices that are high. 

d) Asin the case of dumping, some measures must be taken to 
protect home prices from the competition of lower-priced foreign 
goods. Wheat prices, for instance, are normally determined by 
world-conditions, and an artificial price caused by valorization 
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(or any method of reducing market supply) must inevitably 
attract goods from all low-price areas. Hence success could 
only be achieved by the imposition of a protective tariff, though 
this is not always contemplated by proposers of valorization. 

e) Finally, there is always the danger lest valorization should 
increase the evil it is designed to cure. After all, there is this to 
be said about falling prices: they do tend to cure the evil through 
discouragement of production. But stabilized prices give to 
producers, despite the excess of output, the normal profits 
desired. There is hence no reason why output should be reduced. 
Indeed, if some producers are absolutely favored by stabilized 
prices, output may actually be increased and thus make the 
situation progressively worse. 

All stabilization schemes must attempt to raise prices high 
enough to cover the “cost of production.” But the “cost of 
production” in agriculture is not a single definable level. There 
are a great many costs of production, ranging from very low to 
pretty high. Theoretically, ‘in the long run” prices will be 
high enough to cover the cost of production of the ‘marginal 
producer,” who must be enticed to produce so that output and 
demand shall be equal. Hence, one would suppose that all 
producers actually producing are, normally, either on or above 
the margin. If such were the case, the problem of stabilization 
would be to hold prices continuously up to this level. 

But as a matter of fact, many individual farmers are notori- 
ously below this level normally, and yet continue to produce. 
They are submarginal farmers. They are not cultivating 
‘“‘no-rent” land, they are cultivating “‘minus-rent” land. By 
all the laws of human nature, or of such human nature as is 
assumed by economists, they ought not to be producing. Their 
economic instincts should take them out of farming till the need 
for goods should make prices high enough to pay their costs, 
and so bring them back. 

But they do not go, they stay. Consequently, if the price 
level is raised by stabilization to cover their costs of production 
(and they would be inclined to demand that it should), would 
they not be encouraged to increase their output at a time when 
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they should be exceedingly careful not todo so? This seems to 
be a considerable danger both in cotton and in grain production. 
Were it to become an actuality, the policy of stabilization could 
hardly fail to be wrecked by a continuation of excess of output. 

As a matter of fact, valorization has in the past necessitated 
laying strong hands on the producers to obviate this very peril. 
Brazil had to protect its coffee prices by vigorous restrictions 
on output. So does Japan today in controlling silk prices. So 
does England in its attempt to bring stability into production 
of rubber. Indeed, it seems impossible to avoid government aid 
and government coercion if any such stabilization is to be 
successful. That a private organization of hundreds of thousands 
of farmers could exercise adequate control over its members 
seems hardly likely. Steel pools with a couple of dozen concerns 
found it hard enough to keep their members from running away 
with output when prices were stimulatingly high. What success 
could be expected from a body of grain-growers ? 

Yet in the absence of adequate control, governmental or 
otherwise, the stored excess is in danger of growing larger and 
larger, leading to eventual destruction, with the ironical result 
that a scheme designed to avoid the painful necessity of destroy- 
ing output is apt to lead thereto eventually, only by a longer 
and obviously more costly route. 

Such are some of the problems involved in any policy of 
stabilization. They may be capable of solution, and the future 
may see them solved; but enough has been said to disclose what 
profound study is needed before the control of output and the 
stabilization of agricultural prices are likely to be even partially 
realized. The present spontaneous method of bringing supply 
into harmony with demand by the alternating effects of profit 
and loss is crude enough, and works infinite hardship in many 
cases. But nothing is gained by avoiding the difficulties which 
must be faced in any program of more conscious or, if one prefers, 
more intelligent control. Not that such conscious control is to 
be shunned. On the contrary, it may be well worth attempting. 
It is quite in line with other modern developments in economic 
control, and is probably the path of progress. But the problem 
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involved, partly political but predominantly economic, must be 
resolutely and fearlessly faced, or it will bring in its train more 
evils than it avoids, to say nothing of the spiritual evils of dis- 
appointment and discouragement. 

The difficulty of organizing efficiently thousands of highly 
individualistic agriculturists may somehow be overcome. It is 
astonishing what human will has done. The hardest problem 
will be to restrain such an organization from rushing headlong 
into programs that sound easy but lead nowhere. There is 
probably no more difficult task than to make even the most 
enlightened face the unwelcome complications involved in some- 
thing they want very badly. How much more so the eco- 


nomically illiterate farmer! 
J. A. Estey 
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CREDIT ASPECTS OF THE AGRICULTURAL 
DEPRESSION, 1920-21. I 


Many causes have been assigned for the recent agricultural 
depression. Faulty distribution, impaired foreign markets, ineffi- 
cient production, overproduction, manipulation of prices, credit 
deflation—all have come in for their share of blamc. It is striking, 
however, that none of these causes has been so persistently and 
so widely urged as the primary cause for this period of agricultural 
distress as has the alleged credit deflation of the farmers. This 
view has been espoused not merely by farmers, politicians, and 
the leaders of the various farm organizations, but likewise by a 
very large number of country bankers. 

In the complex economic situation which existed in 1920-21, 
it is obvious that the credit factor must have been of great im- 
portance. It is the purpose of this article to survey the impor- 
tance of the réle played by this factor by examining the part 
that (1) the country banks, (2) the city correspondents, and (3) 
the Federal Reserve banks played during this trying period. We 
shall not treat of the causes of the agricultural depression as such, 
nor shall we attempt to fasten any responsibility or blame for 
the depression upon any body of men or upon any organization. 
We shall limit ourselves strictly to a discussion of the credit 
aspects of the problem, so that the reader may form an unbiased 
judgment as to the effect that the extension or the restriction 
of credit had upon the agriculturai industry. 


I. CREDIT POSITION OF AGRICULTURE AT THE EVE OF THE 
PRICE DECLINE 

In order to get an understanding of the credit position of 
agriculture when the great price decline began in 1920, it is first 
necessary to understand how the industry was changed during 
the war years. The world-war wrought a radical change in our 
agricultural industry. Its demands deranged our agricultural 
production, and when these demands were over, the farmers 
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found it very difficult to readjust their business once more to a 
peace-time basis. So far as agriculture is concerned, the year 1919 
may be considered a war year, because the same forces were 
still operating then as during the war. European nations were 
still buying our agricultural products with credit extended by 
our government, and the inflationary tendencies due to war 
financing were still in evidence at home. 

Stimulated by the high prices of agricultural products and 
by fervid appeals to their patriotism, the farmers greatly in- 
creased their production during the war. Both the intensive and 
extensive margins of cultivation were extended. So great was 
the desire to increase production that many unwise ventures 
were undertaken. Land which was ill suited for permanent 
cultivation because of an unreliable climate was put under the 
plow. Ranches were broken up and pastures were plowed in the 
attempt to stimulate the production of crops needed for war 
purposes. The acreage planted to wheat was particularly ex- 
panded. The one-crop type of farming, with all its dangers, was 
encouraged by the war. Cattlemen also attempted to increase 
their herds, and there was a large amount of competitive bidding 
for breeding-cattle, which sent the prices to exorbitant figures. 
On the average there was a general increase in the acreage planted 
to crops and the numbers of live stock kept on the farms from 1914 
to 1920. The year 1919 was the year of our maximum agricultural 
production. Not only was the acreage the highest, but the yields 
were also good. Table I shows how the acreage planted to crops 
and the numbers of our live stock increased from 1915 to 1920. 

This great increase in the production of our farm products 
could profitably continue only so long as relatively high prices 
prevailed for farm products. In accordance with accepted eco- 
nomic doctrine, the costs of production had rapidly mounted 
as the margins of cultivation had been pushed farther out. Feel- 
ing certain that the days of pre-war prices were gone forever, 
the farmers had adjusted their whole operations to the high price 
level of 1919-20. They forgot their usual reluctance to go into 
debt, and more and more showed a willingness to borrow money 
whenever credit was available. 
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While this increase in agricultural production was going on, 
the farmers were increasing their indebtedness at an even more 
rapid rate. This is manifested by the increase which took place 
in the loans and discounts of the country banks during these 
years. In order to find out to what extent the farmers had 
increased their borrowing at their banks, the Joint Commission 
of Agricultural Inquiry made an investigation of the growth of 
the loans and discounts of the country banks in thirteen of our 


TABLE I 


INCREASE OF ACREAGE OF CROPS AND NUMBERS OF LIVE SrTockK, 
IgIo-20 
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Five . Other . 
Year Principal | Potatoes | Tobacco |Milk Cows Cattle Swine 
Cereals 





1910-14 (av-| Acres Acres Acres Head Head Head 
erage)....| 202,104 | 3,686] 1,209 | 20,676 | 38,000 61,865 
217,939 | 3,734] 1,370 | 21,262 | 37,067 64,618 
1916........] 210,109 | 3,565 1,413 | 22,108 | 39,812 67,766 
Oe 4,384 1,518 | 22,894 | 41,689 67,503 
224,128 | 4,205 | 1,647 | 23,310 | 44,112 70,978 
226,250 | 3,542] 1,051 | 23,475 | 45,085 74,584 
217,342 | 3,657 | 1,960 | 23,722 | 43,398 595344 


























principal agricultural states between the years 1914 and 1920. 
The commission found that during these six years the loans and 
discounts of the banks of these states, excluding those of the 
largest cities, had increased from $2,464,923,000 to$5,348,078,000." 
The Department of Agriculture estimated that all loans and dis- 
counts to farmers between July 1, 1918, and December 30, 1920, 
increased by 51.1 per cent. It is difficult to say exactly how much 
of this additional credit was necessitated by the increase in pro- 
duction. Obviously a large amount of it was needed for this 
purpose, for intensive methods of farming usually call for the use 
of more capital. 

Farm labor was particularly scarce during the war, and the 
farmers substituted machinery for labor wherever possible. The 
extent to which the farmers made this substitution is clearly 


* Report of the Joint Commission of Agricultural Inquiry, Part II, Credit, 1921, 
P. 94- 
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shown by the increase in the amount of capital invested in farm 
implements and machinery which took place between the years 
1910 and 1920. While in 1910 the average investment in farm 
machinery per acre of improved land was only $2.64, in 1920 
this amount had increased to $7.15. In order to find out somewhat 
definitely the extent to which the farmers were making capital 
outlays for farm machinery and implements, the Division of 
Agricultural Engineering of the Bureau of Public Roads made a 
survey of the domestic sales of all the leading manufacturers of 
farm implements in the country. They found that for the year 
1920 the total wholesale value of all domestic sales of farm ma- 
chinery totaled $471,422,000.' When the retail price which the 
farmer has to pay is added to this wholesale cost, the amount will 
reach well above $600,000,000. There is no doubt that this 
figure far exceeds anything ever spent for this purpose during 
pre-war years. No one who is at all familiar with the way farm 
implements are purchased can have any doubt that a large 
amount of indebtedness was incurred by the farmers to purchase 
this equipment. 

On the average, the farmers were making large profits during 
the war, and many of them borrowed recklessly wherever they 
could get the credit. It was a time of rising prices, inflation, and 
general business optimism, and the farmers were anxious to 
expand their business all they could. Not only were the farmers 
willing to incur indebtedness recklessly, but all too often the 
bankers were encouraging them to borrow more money than they 
really needed in order to carry on their operations. Deposits 
were large and the bankers were anxious to loan them out. In 
many cases, the banks were paying such,a high rate of interest 
upon them—4, 5, and even 6 per cent—that it was imperative 
for the banks to keep them loaned out if they were to make a 
profit. The rural banks of the country were suffering from bad 
bank management, and the conservative influence which the 
banker usually exerts over his borrowers was absent during this 


tH. R. Tolley and L. M. Church, The Manufacture and Sale of Farm Equipment 
in 1920, United States Department of Agriculture, Department Circular 212, 1922, 
p. I. 
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period.* This is a factor of prime importance when considering 
the growth of farm indebtedness. So long as prices were high and 
going higher and deposits were plentiful, everything went along 
splendidly. But when prices declined and deposits were being 
withdrawn and the call came to pay up part of the borrowed 
money, a crisis was precipitated. 

It must not be thought that all the loans made to the farmers 
during this period were for purposes of production. A consider- 
able portion of the funds went to increase the farmers’ standard 
of living. The “silk shirt era” of the cities had its counterpart 
on the farms. There was a considerable amount of reckless buying 
on credit in the country as well as in the city. Automobiles, 
other than Fords, were no uncommon sight in our agricultural 
states during 1918-20. Farm buildings were improved, and better 
furniture and household facilities installed. All these improve- 
ments are much to be desired, but when they are made on credit 
an element of danger is always present. 

Again, the farmer, emulating his city cousin, bonded his 
township and county for funds to erect consolidated schools and 
to build hard-surfaced roads. These improvements too are 
desirable; but they resulted in increasing the farmers’ taxes, in 
many cases fourfold. These taxes did not decline when the prices 
of farm products went down. The farmers found that they had 
mortgaged a considerable part of their income to pay fixed charges 
in the shape of taxes for a long period of years, and that this 
indebtedness had to be paid, irrespective of the prices of agri- 
cultural products, unless the local governments wished to de- 
clare themselves bankrupt. When the autumn assessment of 
taxes came due in 1920, many farmers had to go to the banks to 
get the funds in order to pay them. In some cases, taxes ran as 
high as five dollars per acre. At some of the local banks in Iowa, 


* Grant McPherrin, chairman of the Agricultural Loan Agency of the War Fi- 
nance Corporation for Iowa and a banker of experience who knows rural banking 
conditions, told the author that this was responsible for a large amount of the trouble 
in Iowa. Large numbers of small banks were started by men who knew nothing 
about banking. Two or three banks were frequently established in hamlets where 
one would have been more than sufficient. This led to keen bank competition with 
results disastrous to both farmers and bankers. 
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farmers borrowed more in 1921 to get the funds to pay their 
taxes than for any other one purpose. A situation of this kind, 
if long continued, could only spell disaster. 

The farmers also borrowed in large amounts from their 
banks in order to speculate in land. Beginning late in 1918 and 
continuing through 1919, one of the largest land booms that this 
country has ever experienced swept through the principal agri- 
cultural states. The war prices for agricultural products had 
made farming exceptionally profitable, and the farmers were 
anxious to get possession of more land. In true Ricardian fashion, 
the economic rent which resulted from these prices was capital- 
ized, and inflated land values were the result. An abundance 
of credit was available to enable the farmers to bid against each 
other for the land and consequently to force the price upward. 
Two good crops of wheat in Montana and North Dakota were 
sufficient to cause land, which a few years before had been a free 
good, to sell at fifty dollars an acre. The farmers confidently 
expected land to go still higher in price and they wanted to be 
in on the rise. A large majority of bankers were also of the same 
opinion.’ Farms changed hands rapidly throughout 1919. Within 
periods as short as two weeks, certain farms in the corn belt more 
than doubled in selling price. The average value of improved 
farm land in Iowa increased during 1919 from $192 an acre to 
$255.2 In certain counties of the state, when the boom was at its 
highest, the price went as high as $500 per acre. What took place 
in Iowa occurred in many other of the farming states, notably 
in the Northwest and in certain tobacco sections. 

By far the greater part of these transactions was carried on 
with credit. The purchaser in many cases did.not pay enough 
down on the farm to equal more than a few years’ rent. In Iowa 
it was found that approximately 75 per cent of the purchasers 
made an initial cash payment of only 5 per cent or less of the 
purchase price of the farm. The usual method of making the 


t John Cavanaugh, president Des Moines National Bank, Iowa, Land Values in 
Iowa, 1920. The bulletin is full of assertions that the high prices of land would re- 
main and go still higher. 

2L. C. Gray and O. G. Lloyd, Farm Land Values in Iowa, United States De- 
partment of Agriculture, Bulletin 874, 1920, p. 4. 
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settlement was for the buyer to get as large a first mortgage as 
he could on the land, put in a little of his own money in addition, 
and then get the owner to take a second mortgage for the rest. 
In all too many cases these second mortgages found their way 
into the banks, and they were the direct cause of many bank 
failures. It was inevitable, therefore, with such a large percentage 
of these transactions carried on with such a small margin of 
safety, that should the price of agricultural products materially 
fall from their high levels, severe trouble would ensue. In 1920-21, 
when agricultural products did fall, the small equity that the 
purchaser had in his farm was frequently wiped out. In addition 
to this, often the value of the second mortgage was partly de- 
stroyed. To the extent that these mortgages were in the banks, 
the best of them became “frozen assets,’’ the poorest, worthless. 
It would not be the truth nor fair to the country bankers to say 
that all of them were involved in land speculation. There is 
abundant evidence, however, that a considerable number of 
them were. 

The farmers also borrowed extensively to buy “blue sky” 
stock. It is impossible to give exact figures for the amount of 
this stock that was sold to the farmers during 1918-20. It is esti- 
mated that $100,000,000 of this class of security was sold in 
Iowa alone. So-called co-operative packing plants were promoted 
in several states, in which the farmers invested heavily. The usual 
procedure was for the farmer to subscribe for blocks of stock of 
from $1,000 to $10,000 and give his note in payment. Then the 
stock salesman would bribe some bank to discount these notes 
by offering to submit to a high discount rate. These notes had 
to be held in the banks until they could be paid off, mainly out 
of the profits of the farms. It is not recorded that the profits 
from the companies in which the farmers purchased the stock 
have ever paid off any of them. 

The greater number of the country bankers tried to discour- 
age their customers from buying such stocks, but there were al- 
ways those who would be party to such transactions for a con- 
sideration. Some of the more conservative refused to rediscount 
any notes for these stock salesmen, but not a sufficient number 
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could be induced to follow this course. The Iowa Bankers’ Asso- 
ciation, in an attempt to get the bankers to co-operate to stop 
the sale of these securities, passed the following resolution at 
their annual convention in 1918: 

WHEREAS, we have within this state a swarm of private corporation 
promoters who are engaged in the business of starting new corporations for 
the sole purpose of securing promotion salaries, including exorbitant com- 
missions paid to agents for the sale of stock; and as a means of reducing this 
evil we call upon the bankers of Iowa to refuse the inducements now so 
freely offered for their influence in making sales of stock in these concerns, 
most of which are unnecessary, if not unsound. 

We urge the bankers of Iowa to refuse to buy notes given for purchase 
of such stock. 

We condemn the practice of any bank officer or employee receiving or 
accepting compensation, directly or indirectly, by reason of his connection 
with any promotion scheme. 


That it was necessary to pass such a resolution shows how prev- 
alent must have been the practice of buying stock and giving 
notes in payment for it. This condition was not peculiar to Iowa, 
but was more or less prevalent throughout the agricultural 
states. 

The farmers borrowed more heavily from their banks in the 
spring of 1920 than customary because of the unusual expense of 
putting in the crops for that year. The high price level required 
the farmer to use two or three dollars of credit to finance his 
operations where before the war one dollar had sufficed. Wages 
of farm labor were at their very highest point. Five dollars a 
day was no unusual wage for a farmer to pay for his extra labor. 
Fertilizer had mounted to nearly three times its pre-war cost. 
Fencing had done likewise. In short, practically everything that 
the farmer had to buy to do his planting in 1920 was at its very 
highest. The necessary expenses for raising corn, wheat, and 
cotton had increased over roo per cent in five years. A situation 
of this kind could only result in increased borrowing at the banks. 

The cattlemen were borrowing heavily because of droughts 
which had caused them to suffer severely during 1918-19. The 
situation was particularly bad in Wyoming and Montana and 
in parts of the Southwest. The lack of rain had caused the death 
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of thousands of cattle and the marketing of others before they 
were mature. This had caused the ranchmen to suffer severe 
losses and had made them unable to repay loans which they had 
previously contracted. 

The situation became so bad that in the fall of 1918 the War 
Finance Corporation set up two agencies, one at Dallas and the 
other at Kansas City, to give special aid to this industry. During 
the fall of 1918, these two agencies loaned $3,628,498.74 and ap- 
proved advances of $2,821,090.50 more.’ The situation did not 
improve during 1919, since the unsatisfactory weather condi- 
tions continued. The War Finance Corporation continued its 
work and advanced an additional amount of $4,385,906.31. 

It was apparent in the spring of 1920 that the industry was 
in bad shape and in no condition to do much liquidating of in- 
debtedness. The credit standing of the ranchmen would not have 
been good in 1920, even had there been an abundance of funds 
seeking investment, for the security they had was not of a high 
quality. There was a general feeling, however, on the part of 
the bankers of the cattle-raising districts that something had to 
be done to help this industry or it would become demoralized. 
This feeling was well expressed by Mr. J. C. Mitchell, one of the 
directors of the Federal Reserve Bank at Kansas City, at a 
conference with the Federal Reserve Board on May 18: 

The stockmen have lost millions of dollars by death and by having to 
ship their cattle out before they were mature for the markets, and the conse- 
quence is the herds there are very much depleted and they have got to have 


some relief from some quarter or other, and it means in my opinion we have 
got to finance them and take a good many chances on their being good. 


The range-cattle industry had got into a particularly bad 
economic condition during the war. In the desire to increase 
production, credit had been extended to the cattlemen on very 
insufficient security. The live-stock loan companies that had 
so recklessly made these loans were primarily responsible for 
this condition. Later, when the prices began to go down and 

* First Annual Report of War Finance Corporation, November 30, 1918, p. 7. 


Federal Reserve Board Conference, Senate Document 310, Sixty-seventh Con- 
gress, Fourth Session, May 18, 1920, p. 30. 
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these companies tried to collect their loans, the cattlemen were 
faced with ruin and many of the loan companies went bankrupt." 

The transportation tie-up in the spring of 1920 kept the 
farmer from making his usual liquidation. This was particularly 
true in the case of the cattle-feeders in the corn-belt states. It 
was no uncommon sight during April and May for a feeder to 
have his cattle all ready for the next market and be unable to 
get cars to ship them. Ail too often, the farmer might be out 
of feed to keep his cattle and be compelled to borrow additional 
funds for this purpose. While this was happening, the price was 
going down. The farmers would be compelled to renew the notes 
they made in order to purchase the cattle and to borrow additional 
funds to buy the feed to keep them until they could get the cars 
to ship them to market. 

This same condition prevailed with wheat and other com- 
modities. Country elevators were filled with grain which they 
were unable to ship because of car shortage. Mr. Decker, presi- 
dent of the Northwest National Bank of Minneapolis, estimated 
that in the Northwest there was about $200,000,000 in grain 
products tied up for lack of transportation in the spring of 1920.” 
During the months of February, March, April, and May, the 
country elevators of the Northwest generally were filled to ca- 
pacity with no available cars in sight to ship out the grain. From 
May 1 to July 15, 1920, the northwestern roads were about 25 
per cent short on the basis of the number of box cars they owned. 
The strike of the railroad men in April, 1920, affected the ship- 
ments out of the Northwest during the whole summer. 

The wheat regions of the Kansas district suffered in the same 
way. Mr. W. J. Bailey, a director of the Kansas Federal Reserve 
Bank and a banker of experience in the wheat region of his state, 
testified that he had loaned a man $25,000 in October for thirty 
days to carry his wheat and that the loan was unpaid in May, all 
because the man had been unable to ship his grain. It was not 

t John Clay, “The Storm That Swept the Range,” Breeders Gazette, November 
29, 1923. 

. a Reserve Board Conference, Senate Document 310, Sixty-seventh Con- 
gress, Fourth Session, p. 43. 
3 Federal Trade Commission Report on Wheat Prices, 1920, p. 75. 
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held for speculative purposes, because the farmer was anxious 
to sell it all the time.t Kansas had almost two crops of wheat 
on her hands in May, 1920. The chief cause for this was the trans- 
portation tie-up, and not the fact that the farmers were wilfully 
holding the crop for higher prices. No doubt some of them were 
willing to hold it, but the fact remains that they would have been 
unable to ship it out had they all desired to sell. 

This condition was felt in general all over the country. Even 
in the Cleveland district, where the farmers are situated close to 
their markets, the detrimental effects of a bad transportation 
situation were felt. Mr. Sams, a director of the Cleveland Federal 
Bank and a country banker, said: 

The farmers are just at this moment borrowing more money than they 
have done in several months, but that is due to two causes—first, a seasonal 
cause, the planting of crops for this year, and secondly, because of the jam 


in transportation that is not permitting them to market their live stock and 
their products as promptly as they otherwise would do.? 


The farmers’ exports were going abroad less rapidly in 1920 
than before the war. This was causing a demand for a large 
amount of credit to hold them here and was preventing the usual 
spring liquidation. Particularly in the districts of Dallas and 
Atlanta was this condition evident. In the spring of 1920, Mr. 
Scott, a director of the Dallas Federal Reserve Bank, estimated 
that there were a million bales of cotton being carried in Texas 
along in May. Approximately one-half of this amount was stand- 
ing ready to be sold, but the foreign buyer was not in the market 
to take it. There were several reasons for this. In the first place, 
the foreign countries were desirous of cutting down their imports 
to the smallest possible size and were buying only in small a- 
mounts. Then our country had stopped extending credit to 
the foreign nations, and the means of making purchases by the 
use of the credit of our government had now stopped. In addition 
to this, the state of the foreign exchanges increased the dangers 
and difficulties of exporting and made contracts for further 

t Ibid, p. 30. 


2 Federal Reserve Board Conference, Senate Document 310, Sixty-seventh Con- 
gress, Fourth Session, May 18, 1920, p. 20. 
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delivery particularly hazardous. All these factors tended to 
cause our principal agricultural commodities of export to pile 
up in this country. Someone had to provide the funds to carry 
them while they were being held, and this increased the burden 
upon the banks in those districts where they were carried. 

Finally, the psychological factor must never be overlooked 
if we would understand the credit situation of the farmers at 
the eve of the great price decline. The most extravagant talk 
about values was indulged in on all sides. Conservative farmers 
confidently expected land to go to $800 per acre in the corn belt, 
and the real-estate agents were talking $1,000 per acre or more. 
The farmers were certain that the day of cheap prices for agri- 
cultural products was gone forever. Europe was disorganized, 
her population undernourished, and it would be fully a decade 
before normal conditions could be restored on the Continent 
again. During this time the American farmer would have to 
furnish the food products for these nations. Thus it was confi- 
dently expected that there would be a keen demand for farm 
products at high prices. 

More than all this, the farmers were at last getting organized, 
and they had great hopes of what organization would do for 
them in the way of increasing prices. The exponents of farm 
organizations have never been niggardly in their promises of 
what could be accomplished toward securing higher prices for 
farm products if the farmers would only organize. The outstand- 
ing newcomer among these organizations, the American Farm 
Bureau Federation, experienced a phenomenal growth in 1920. 
With the confidence of youth, it embarked upon great programs 
of reform from which the farmers had great expectations in the 
way of increased income. Probably never in our history did 
the farmers set about their spring planting in a more hopeful 
mood than they did in the spring of 1920. Prices could not come 
down, they reasoned. Costs were high and the demand for their 
products would continue at high prices because the peoples of 
Europe were starving. 

However, the proof of the pudding is in the eating, and the 
farmers found, much to their surprise, that in spite of all these 
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reasons, prices could fall—and that they could fall with startling 
rapidity also. In August, 1920, the index number of wholesale 
prices of all commodities of the Bureau of Labor Statistics stood 
at 231 per cent. Five months later, January 1, 1921, it had fallen 
to 170 per cent. The decline in farm prices was even more pre- 
cipitous. In January, 1921, the price level of farm products was 
143 per cent of the 1913 level, and by June of the same year it 
had dropped to 114 per cent. The price levels for the correspond- 
ing dates of the previous years had been 247 per cent and 237 per 
cent, respectively. The farmers were dumfounded by this sud- 
den price movement. Not being particularly well informed about 
price changes in other countries, they did not associate this decline 
‘with world-conditions, but thought of it only as a domestic 
problem. In addition, a good many farmers regarded it as a 
temporary condition which could be remedied if they would 
hold their products off the market for a little time. Consequent- 
ly, a new demand for credit was manifested for this purpose. 
We have shown the causes that led to the large amount of 
farm bank indebtedness in 1920. At the very time that this 
amount was at its highest, falling prices of agricultural products 
made the farmers both unwilling and unable to liquidate their 
loans. More than this, falling prices created a new demand for 
more credit. In the next article, we shall turn our attention to 
the credit institutions to see what their condition was at this time. 
CLAUDE L. BENNER 


INSTITUTE OF ECONOMICS 
WasuHinctTon, D.C. 


[To be continued] 























OBJECTIVE TESTS OF COMPETITIVE PRICE APPLIED 
TO THE CEMENT INDUSTRY’ 


In the literature on the trust problem, and especially in the studies 
made by the Federal Trade Commission of various large-scale indus- 
tries, there frequently recur attempts to determine the existence or 
the absence of monopoly control by objective study of the behavior 
of the prices of the products of the particular industries under in- 
vestigation. Little, if anything, has hitherto been done, however, to 
develop a systematic and comprehensive formulation of the normal 
behavior of a truly competitive price structure and to list and analyze 
the price manifestations which are presumptive of the existence of 
monopoly control. A recent study by Professors H. Parker Willis 
and John R. B. Byers,? although it was undertaken on behalf of a 
group of cement producers and has for its object the demonstration 
that cement prices are competitive, nevertheless makes a significant 
contribution to the important task of establishing sound generaliza- 
tions with respect to the normal behavior of competitive prices. 
The question as to whether or not the cement industry is competitive 
is of no special concern to the writer of this note, and the following 
examination of the tests applied by the authors and of the conclusions 
they derive therefrom is motivated solely by an interest in the theoreti- 
cal questions raised by their technique and in its general serviceability. 

The authors show that Portland cement prices had risen 75 per 
cent above the 1913 level by December, 1923, as compared to an 
average rise of 78 per cent in the prices of all building materials during 
the same period. According to the authors, the price of cement thus 
meets the test of competitive price, that its upward movement should 
not be much, if at all, in excess of the upward movement of other 
related commodities. This test is obviously difficult to apply with 
certainty, since differences in the trends of prices of different commodi- 
ties may be due to a host of special factors other than differences 


*As there has been considerable discussion in recent periodicals of the topic 
treated in this article, the editors take occasion to state that this manuscript was 
submitted in final form in July, 1924. 

2 Portland Cement Prices: Their Basis, Character and Present Position. New 
York: The Ronald Press Company, 1924. 
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in the degree of monopoly control. Let it be conceded to the authors 
that, in the absence of knowledge of the mode of operation of special 
factors other than the one under particular investigation, it must be 
assumed that all commodities were influenced in like degree by these 
special factors. The value of this test in this particular instance is 
nevertheless very nearly zero in the absence of any demonstration 
that cement prices were not already monopolistic in 1913 and in the 
absence on the part of the authors of any attempt to convince their 
skeptically minded readers that other building materials are good 
examples of highly competitive commodities. The only conviction 
that this test brings is that since 1913 the producers of cement have 
not been more extortionate than the producers of other building 
materials, and even here the evidence presented allows room for 
mental reservations. 

The authors show, also, that many basic materials other than 
building materials rose in price from 1913 to 1923 to a greater degree 
than did cement. While there may well be ground for questioning 
the competitive character of most of the commodities listed whose 
prices underwent a greater increase than did the price of cement, the 
main flaws in this test are the ones already referred to, namely, the 
absence of any evidence showing: (a) that no special factors were 
operating in the cement industry which, in the absence of monopoly 
control, would tend to make cement prices rise less rapidly than the 
general price level, and (0) that in the base year, 1913, used for com- 
parison of relative increase in prices the price of cement was not already 
monopolistic. It might even be further objected that the authors’ 
assumption that monopoly control necessarily means a relatively 
high price and that moderation of price is proof of price competition 
is unwarranted on a priori grounds. 

According to the authors, the data they present show that changes 
in cement prices occur with somewhat the same frequency as do changes 
in the prices of other standardized commodities, thus meeting the 
test of competitive prices that they are quickly responsive to changes 
in market conditions. This is a good test, perhaps the best single 
test, of the competitive character of prices. If there is keen price 
competition, there must necessarily be an almost continuous fluctua- 
tion in prices in response to the buying and selling activities of com- 
peting operators, as their judgments of the relation of supply to demand 
change in accordance with the constant stream of new information. 
But the price statistics presented by the authors fail to support 
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adequately their inference therefrom. New York is by far the 
most important cement market in the United States. From Jan- 
uary, 1913, to December, 1914, inclusive (24 months), the New 
York price of cement remained at the same level of $1.58 per barrel; 
from December, 1915, to October, 1916, inclusive (11 months), at 
$1.67; from April, 1917, to December, 1917, inclusive (9 months), 
at $2.12; from April, r919, to April, 1920, inclusive (13 months), at 
$2.65; from November, 1922, to November, 1923, inclusive (13 
months), at $2.70. If it be remembered that these were periods of 
extraordinarily sharp and substantial fluctuations in the general 
price level, these data point to manipulated stability rather than to 
competitive flexibility of cement prices. 

The comparisons of the flexibility of cement prices with the 
flexibility of the prices of other commodities are equally inconclusive 
in supporting the authors’ inference. The detailed data are presented 
in the mass, without any attempt at a mathematical test of com- 
parative flexibility. The commodities chosen for comparison, more- 
over, are common brick, wire nails, pig iron, and—save the mark!— 
gasoline and petroleum! If a real test was sought, why were not 
unquestionably competitive articles taken instead of articles which are 
themselves suspect ? 

The authors claim that in the delivered prices of cement throughout 
the United States there is as much variation between different parts of 
the country as for other standardized commodities, and that there is a 
distinct tendency toward uniformity of prices among mills in a given 
locality for orders to be delivered in the same locality. Bulky com- 
modities are likely to vary in price in different localities, especially 
if production is concentrated in a few localities, whether the industry 
is competitive or under more or less complete monopoly control. But 
if the industry is actively competitive, there will be a close relationship 
between the local variations in prices and the local variations in 
freight costs from the important producing points.’ The authors 
make no attempt, as far as I can see, to demonstrate the existence of a 
close relationship between the local differences in cement prices and 
the variations in freight costs from the important cement-producing 
centers. Nor do they present data of a character to demonstrate, 
except by implication, the uniformity of prices among mills in the 
same locality for cement to be delivered in the same locality. Since, 

* Cf. L. B. Zapoleon, Geography of Wheat Prices, United States Department 
of Agriculture, Bulletin No. 594. 
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however, a substantial degree of such uniformity may be expected for 
any standardized commodity whether it is competitive or under mo- 
nopoly control, its existence may be taken for granted without 
strengthening, and without weakening, the authors’ case. Absolute 
and complete price uniformity of any sort is, in fact, more a charac- 
teristic of monopoly than of competitive price. 

There is, however, a further and important test of competitive 
price which the authors do not employ, and which, according to the 
evidence presented in this book, the cement industry fails to meet. 
For standardized commodities subject to keen competition, the 
f.o.b. mill price would be uniform as to all buyers from mills in 
a given location, regardless of the location of the buyers. The con- 
tinued existence of differentials in f.o.b. mill prices to purchasers 
according to the location of the purchaser could be consistent 
with the absence of any agreement or understanding between pro- 
ducers only if the producers were all scattered geographically, so 
that each producer was protected in his own immediate vicinity 
by the cost of transportation thereto from the nearest other pro- 
ducer. But the spot map of the cement industry presented by the 
authors shows that the industry is substantia!ly concentrated in a few 
localities. Competing mills in the same locality cannot maintain differ- 
ent mill prices for different groups of purchasers (aside from quantity 
discounts). Under free competition each mill will try to obtain the 
full-price orders to the maximum of its producing capacity, and with 
the struggle to obtain the full-price orders and the reluctance to ac- 
cept the cut-price orders there will be an inevitable tendency toward 
an equalization of mill prices to all purchasers. This is, of course, 
the domestic counterpart of the problem of dumping in foreign trade. 
It is as true of domestic as of foreign trade that systematic regional 
price discrimination is inconceivable under free and active competi- 
tion. The presence of such systematic regional price discrimination in 
the steel industry under the operation of the Pittsburg-plus practice 
is the essential item in the finding of the Federal Trade Commission 
to the effect that Pittsburg-plus is a practice inconsistent with the 
existence of normal competitive conditions. 

The authors present evidence to the effect that mills quote varying 
f.o.b. mill prices to purchasers according to their distance from the 
mill. They interpret this evidence as confirming the prevalence of 
price competition in the cement industry, on the ground that the local 
price-cutting is done to meet the competition of other mills not so 
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distant from the purchasers and therefore having the advantage of 
lower freight costs. The distant mill, they argue, must “absorb” a 
part of the freight cost if it is to share in the business. But if the 
national market for a commodity were divided by agreement or tacit 
understanding among the producers in such a way that each producer 
or local group of producers were permitted to monopolize the market 
in its immediate vicinity at a fixed price and in addition to operate 
in certain neutral territory, the geographical range of prices would 
be about as described by the authors for the cement industry. There 
would be competition in the neutral territories, but monopoly in the 
restricted zones, and the existence of such local monopoly would be 
manifested by higher f.o.b. mill prices to purchasers in the restricted 
area than to purchasers in the neutral area. The practice of charging 
different f.o.b. mill prices according to the location of the purchaser, 
if it is common in the cement industry, is evidence that competition 
does not fully prevail in that industry. 

The authors have, with the one exception noted, formulated and 
developed more fully than has previously been done, the important 
objective price tests of the existence of competition. The writer 
is convinced, however, that their application of these tests to the 
cement industry, instead of demonstrating the prevalence of competi- 
tion, establishes a strong presumption that price competition, at least 
in the neighborhood of the important producing regions, is totally 


or virtually non-existent. 
Jacos VINER 
UNIVERSITY OF CHICAGO 
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Sugar in Relation to the Tariff. By Putt G. Wricat, A.M., 
with the aid of the council and staff of the Institute of 
Economics. New York: McGraw-Hill- Book Co., 1924. 
Pp. xiii+312. $2.50. 

This study is the first of a series to be issued by the Institute of 
Economics, “designed to reveal the relation of the tariff to agricul- 
ture.” Subsequent volumes will deal with the tariff in relation to 
wool-growing, the cattle industry, cotton-growing, wheat farming, 
and the production of cotton oils. 

Part I of the study furnishes a background of descriptive and 
statistical information regarding the sugar industry. Part II treats 
of the sugar tariff historically, discusses the extent to which the domes- 
tic industry is dependent on the tariff, analyzes the effects of tariff 
changes upon prices, imports, and domestic production, considers the 
protection afforded by transportation charges, and discusses argu- 
ments for and against a duty on sugar. Finally, the conclusions of the 
study are stated. 

In general, the treatment is thorough and satisfactory. In view of 
the design of the series, however, fuller and more systematic treatment 
of the effect of an increase or decrease in the sugar duty on agriculture 
generally, and specifically on cane- and beet-growing, under present 
contractual arrangements between grower and factory, would have 
been desirable. 

To the reviewer, the volume’s chief omission is a chapter devoted 
to a critical study of the “flexible provision”’ of the tariff act of 1922 as 
applied to sugar (for text of provision, see Appendix H). Sucha study 
would be valuable not only because this is the first of a series of 
tariff studies, but because the sugar tariff happens to be the first of any 
considerable importance which the president is called upon to adjust 
under this provision, and the public is entitled to a thorough under- 
standing of all its implications. Many of these are discussed, it is 
true, but in various connections; some of those discussed should 
have further consideration, others not touched upon should receive 
attention, and all should have connected discussion. 
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The tariff policy of which the flexible provision is the legal expres- 
sion is that American industry shall have with foreign industry, at its 
present stage of development, “equal opportunity of competition in the 
American markets” (chairman of Senate finance committee), and that 
the present ratio of domestic consumption of the industry’s foreign 
product to that of domestic shall be maintained. To this end pro- 
vision is made for ascertainment by the Tariff Commission and 
imposition by the president of that rate of duty (within specified limits) 
which shall equal the excess of the American cost of production over 
that of the chief foreign competitor. 

Cost of production, however, is not defined by the act. In the 
case of sugar, is it the cost of producing raw, or refined? If refined, 
is it, in the case of cane, the cost of raw plus transportation, marketing, 
and other intermediate costs from factory to United States refinery, 
plus refining costs including losses in refining? If so, how shall the in- 
termediate costs be determined, and what refining costs shall be used ? 
On page 144 of the study (see also tables, pp. 290-92), in arriving at 
an equalizing rate, intermediate costs are not included, and the re- 
fining cost of the lowest cost group is used. Will a rate so found give 
“equal opportunity of competition in the American markets ?” 

Does the act require the cost to be that of a single producer 
(marginal), the average cost of a group of producers (bulk-line), or the 
average cost of all producers? If the cost of a group, what should 
determine the size of the group? Should separate consideration be 
given to regional group costs? If the bulk-line cost (generally referred 
to in the study as marginal, and favored over other costs on p. 252) 
were adopted, the domestic cost would tend to become different from 
the foreign by precisely the amount of the tariff. Hence, any tariff 
would tend to become the exact amount whereby costs were equalized 
(pp. 123-24). It follows, therefore, that the flexible provision (con- 
trary to general expectations) is of practical value only in the case 
where costs were not equalized by the tariff when first imposed, and 
have not had time to become adjusted to the tariff. The sugar 
tariffs of 1922 and 1923, however, constitute such a case, the study 
holds (p. 239), and calls for a reduction under the flexible provision 
(pp. 147-49). 

The latter conclusion must, of course, be based upon the assump- 
tion that if costs for a normal year could now be found, they would 
show a duty exceeding an equalizing rate. This assumption, however, 
is sharply disputed in certain quarters. Disagreement arises as to 
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what is normal. Costs for 1921 would require a reduction in the duty; 
for 1922, an increase; for 1923, probably a reduction (p. 147). By 
what standard shall normalcy in costs be judged? The study con- 
cludes that an average of the 1921 and 1922 costs would be a proper 
cost basis. But by what process of reasoning or warrant in law can 
the average of two “highly exceptional” (p. 147) years be taken as a 
normal for subsequent years? Should, then, under the act, the costs 
be those for the most recent available year, for some selected year, or 
years, since the duty was imposed, or for any year, or years, the presi- 
dent may choose ? 

How variously the flexible provision may be executed, and with 
what various results, is developed (pp. 143-45), and might well have 
raised the question of its constitutionality. Under a given executive 
policy the duty on sugar might be raised 50 per cent. Under another 
policy it might be lowered 50 percent. Particularly in the application 
of bulk-line costs, any one of several rates might be computed from a 
given set of facts, depending upon method chosen. Congress can 
require the president to ascertain facts which under its prescribed 
formula will automatically determine the tariff rate. But can it 
under constitutional limits delegate the power to impose a duty whose 
rate is determined by arbitrary discretion ? 

These and other questions arising under the application of the 
flexible provision (such as the inclusion in cost of interest and other 
capital charges, of expenses of marketing refined sugar, and of agricul- 
tural costs) are those about which the present sugar-tariff controversy, 
both in and out of the Tariff Commission, is being waged, and concern- 
ing which a bewildered public is seeking light. 

In effect, the study (Conclusions, pp. 237-53) takes issue with the 
tariff policy expressed in the flexible provision, that all protected 
industry shall be stabilized by a duty that will maintain the present 
ratio of domestic consumption of foreign product to that of domestic. 
“The rate [on sugar] should be based upon broad principles of public 
welfare.” Nevertheless, a consideration of the public’s many con- 
flicting interests leads to the conclusion “that the most equitable 
adjustment will be effected by a rate which will stabilize the industry 
in about its present position with reference to foreign and domestic 
sugars.” This permits of a reduction in duty on Cuban sugar from 
1.7648 cents per pound to a point estimated between 1.25 and 1.5 cents, 
since prices are still much above domestic marginal costs. Presumably 
by accidental coincidence, this is the result reached by the application 
of the formula contained in the flexible provision. 
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For him who holds that the only vested rights are those of the 
largest numbers, and that long-time considerations alone should govern 
in tariff policy, the conclusions will have little merit. But even such 
a dyed-in-the-wool free-trader will probably agree with the author 
that “the hope of ‘taking the tariff out of politics’ is visionary,” and 
therefore with the reviewer that the conclusions are both coldly 


practical and admirably well-balanced. 
G. A. STEPHENS 
FEDERAL TRADE COMMISSION, WASHINGTON 


Immigration: Select Documents and Case Records. (‘Social Service 
Series.) By Epirax Assott. Chicago: University of Chi- 
cago Press, 1924. Pp. xxii+809. $4.50. 

This volume inaugurates a new series, to be published by the 
University of Chicago Press, which will include source books and 
treatises planned to provide adequate scientific material for students 
in schools of social service administration. If the volumes which 
are to follow maintain the standard set by the present book, the 
series will be a distinguished success. 

Dean Abbott’s book is not the ordinary book of “readings.” 
Contrasting theories and opinions to stimulate class debate are 
absent. The sources to which it goes directly for the facts as to the 
workings of our immigration policy and administration are allowed 
to speak for themselves. The selections are from published docu- 
ments now mostly out of print, and from a large number of hitherto 
unpublished case records from the files of the Immigrants’ Protective 
League, of which the editor’s sister, Miss Grace Abbott, was for 
thirteen years the director. 

There is an immense gain in interest, a momentum of impressive- 
ness, from focusing as Miss Abbott does, without intrusive sentiment, 
attention upon the human aspects of the process which the immigrant 
must go through before he is safely and legally a resident on American 
soil. No documents on Asiatic immigration are included, as the 
editor rightly holds this to be a problem entirely distinct from that 
of European immigration. 

The selections deal with the journey of the immigrant, in both 
its historical and present-day aspects; with the admission, exclusion, 
and expulsion of aliens; and with domestic immigration problems, 
under which are concretely illustrated the troubles and difficulties 
which beset the immigrant after he is released from Ellis Island. 














116 BOOK REVIEWS AND NOTICES 


The selections are all well made, the only question which need 
arise being whether so much space need have been given to historical 
matter. The United States Immigration Commission and the state 
commissions of Massachusetts, New York, New Jersey, and California 
are drawn upon heavily. 

The outstanding feature of the volume—the part which constitutes 
a new and most valuable contribution to immigration literature 
—is the case records. A few citations of titles will suggest the diffi- 
culties and tangles which those who assist the immigrant have to 
try to solve. Temporary detention, exclusion; feeble-minded, 
exclusion; contagious disease, stowaway, misstatement to inspector, 
exclusion; girl manifested to uncle, girl coming to fiancé; admission 
on bond, quota; exclusion of wife and children, bringing over relatives; 
physical defects, bringing over relatives; passport visé. The fore- 
going represent some difficulties in getting into the country. The 
following are among the domestic immigration problems: wrong 
destination, stranded en route, tracing a lost Magyar girl, lost baggage, 
finding employment; “harvesting laborers” advertisement, incom- 
petent legal advice, issue of worthless steamship tickets, an unmarried 
Lithuanian mother, fraudulent insurance, injury in box factory; 
legal aid, unnecessary arrest, co-operative assistance. 

Many, in fact most, of these case records have all the interest 
of realistic fiction. Here, surely, is unexploited literary material. 
One re-reads not a few of them, for their sheer human interest. The 
case of the blind Russian girl, Hedwig Kallen, for instance. Her 
family, two brothers, two sisters, and mother, are in this country. 
The family is abundantly able to support her, and the brothers are 
willing to give adequate bond that she will not become a public charge. 
Hedwig is left alone in Russia, and we follow the abstract of the record 
of the attempts to reunite the family, through nearly twenty pages 
and from 1913 to 1921. We have been in touch with Jewish relief 
committees in Poland and Germany, with consular offices, with 
steamship agencies; the brothers haunt our office—and Hedwig is 
still in Russia. “Finally the family moved to California and the 
League has had no word from them since.” We can only hope that 
in the Golden State they find some surcease from their worries—but 
we wonder what blind Hedwig is doing. Not all of the cases, but 
many of them, represent pure tragedy. Most, perhaps, illustrate 
the inevitable troubles of border-line individuals or families. On 
the whole, the cases do not put the immigration administration in 
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a bad light. Again and again the authorities seem ready to obviate 
a cruel injustice, but are powerless to do so under the law. Occasion- 
ally it is clear that had they personally before them the facts, their 
decision would be different. Many as are the tragedies at Ellis 
Island, the need that stands out most prominently, perhaps, is that 
of some effectual governmental oversight for the immigrant for a time 
after admission. This was adequately revealed in the Immigration 
Commission Report (1912), but little has ever been attempted to 
meet the need. Where it has been met at all it has been through 
privately supported agencies. 

To those who may have felt that Miss Abbott has been at times 
too much moved by the human tragedies involved in our immigration 
policy and administration, the case records in this volume must 
come as an arresting if not decisive answer. To the reviewer it seems 
that no more striking illustration of the function of sympathetic 
rational first-hand knowledge and insight in the scientific treatment 
of a social problem could be found. 

The only adverse criticism to be offered is that the book was 


not published ten years ago. 
A. B. WOLFE 


Onto STATE UNIVERSITY 


Labor Dis putes and the President of the United States. By EDWARD 
BERMAN. Columbia University Studies in History, Eco- 
nomics, and Public Law. Vol. III, No. 2. New York: 
Longmans, Green & Co., 1924. Pp. 284. $3.00. 

This book cites the main incidents of more than a score of labor 
disputes, from the Pullman strike of 1893 to that of the railway 
shopmen in 1922, to give understanding of situations which have 
called forth intervention by the president of the United States. 
Methods used by the chief executive in attempts to settle the contro- 
versy are, in each case, outlined and evaluated. The author then 
draws final conclusions as to the efficacy and desirability of presidential 
action. The sources of information used are official documents, 
wherever possible, reports of boards of investigation or arbitration, 
labor and employers’ journals, and newspapers. 

The first time, the author tells us, that a president of the United 
States used his authority in an attempt to settle an industrial dispute 
occurred during the Pullman strike of 1893. President Cleveland’s 
recourse at that time to an injunction against the strikers under the 
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terms of the recently passed Sherman Act, and his use of federal troops 
to insure uninterrupted mail service, exhibited enormous power in 
the hands of the chief executive if he chose to resort to force. The 
utilization of troops later by President McKinley in the Coeur D’Alene 
strike proved then what people had not generally seen in 1893, the 
unwisdom and possible unfairness of executive power thrown to the 
aid of one side of the dispute. 

Further cases chronologically arranged illustrate increasing 
presidential caution in employment of federal troops, larger possibilities 
and dangers in use of the injunction, and effects upon subsequent 
political campaigns of the exercise of executive power in labor disputes. 
Mediation and arbitration are shown to be practically powerless as 
real solutions of the points at issue. Usually, since conciliation 
depends upon the good will of the parties to the controversy, it 
simply imposes upon the weaker side terms fairly satisfactory to the 
stronger. The services of the mediation branch of the Department of 
Labor are, however, recognized by the author as making an essential 
contribution in a wise governmental policy toward labor difficulties. 

The failure of public opinion to function, except to demand some 
sort of termination of the dispute and continuation or resumption of 
service, becomes increasingly apparent to the reader of this volume. 
The success of President Wilson’s war-time settlement of disputes, 
often ascribed to the weight of public opinion, is rightly laid by the 
author to unusual power vested in the government at that period. 
As a war measure it could take over» nts. It could grant or withhold 
to workers in essential industries exemption from the draft. The gov- 
ernment’s war-time power is also attributed in this volume to better 
understanding of problems involved because of facts at the disposal 
of the War Labor Board. The author, in his conclusions, discusses 
possibilities of extension of this understanding and of increasing wise 
control in the future through development of continuous boards for 
collecting data, making investigations, creating sound public opinion, 
and offering mediation. 

The effect of the book is to give the reader a sense of the futility 
of more generally accepted governmental methods of dealing con- 
structively with economic problems. Expediency, the author states, 
has been the keynote of presidential policy in intervention in labor 
disputes. Coercion has been “ineffective, or has been accompanied 
by so many disadvantages as to make it most undesirable.” The 
injunction has been unsuccessful, not in nominally stopping strikes, 
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but in securing service from workers and in affording more than 
temporary disposition of the difficulty. The solution seems to lie 
along the line of greater knowledge within and without the industry. 
Here the services of the government may well prove invaluable. 
Continuous accumulation of information concerning essential indus- 
tries can often prevent issues from coming to a crisis, can serve as a 
basis for intelligent counsel upon disputed points, and can help to 
develop an intelligent public opinion, which, with the facts in hand, 
should eventually exert a measure of wise control. 

This book makes a real contribution to a question which is assum- 
ing increasing importance in our national life. Labor disputes take 
on a more and more serious aspect as our industrial units enlarge and 
the public becomes correspondingly more helpless. Does the answer 
lie in political control? The American Federation and the British 
Labor Party point to divergent conclusions. Careful studies such as 
this one are needed to give us facts upon which to base our decision. 
Mr. Berman’s work is a contribution because it gives in detail facts 
on one angle of governmental control. The author is scientific in 
spirit, attempting in his statement of cases to be fair to both sides, and 
cautious in drawing conclusions beyond the scope of his material. 


Mo.tiie Ray CARROLL 
GoucHER COLLEGE 


Personnel Management. By WALTER D1tt Scott and ROBERT 
C. CrLoruirer. Chicago: A. W. Shaw Co., 1923. Pp. 
xli+643. $4.00. 

Dr. Scott and Mr. Clothier have given us a mature and careful 
treatise on the personal adjustments of men and industry. To the 
mind of such a trained psychologist as Dr. Scott, the interesting and 
vital problem in industrial relations is that of securing a proper 
balance between the interests, capacities, and the opportunities of 
the workers. The book therefore deals primarily with the methods 
by which selection, training, and promotion may be carried on, not 
only in order that the “right” men may be chosen, but so that all the 
workers may become inspirited with their task. The tempered and 
accurate description of the nature and advantages of mental alertness, 
special ability, and trade tests deserve to be regarded as models for 
industrial work, as do the sections on occupational description and 
the promotional chart. Perhaps the two most original contributions 
made by the two authors are the rating scale and the qualification 














120 BOOK REVIEWS AND NOTICES 


card. The former was devised by Dr. Scott and his colleagues in 
the Committee on Classification of Personnel in the Army and was 
developed into a graphic method by the Scott Company subsequent 
to the war. The qualification card is a device of Dr. Scott whereby 
large corporations are enabled to have a convenient record of the abili- 
ties and desires of their personnel. The advantages of such a record 
for the purposes of transfer and promotion are evident. A visible- 
index system adds greatly to the value of the record. Finally, the 
chapter on labor turnover is excellent, as is the Appendix on the 
methods of its computation.’ In brief, the book is excellent within 
its compass and is worthy of the wide circulation which its felicitous 
style should insure. It is probable, however, that the book will 
unwittingly fortify the already general belief on the part both of 
business executives and personnel workers that the field of personnel 
relations is predominantly one of personal adjustments between 
employers and individual workers. That these problems have their 
place is undeniable, but it has been unfortunate that so much attention 
has been concentrated upon them by the personnel movement and that 
relatively so little has been devoted to what are after all the major 
and necessarily collective problems of employment, namely wages, 
hours, the stabilization of employment, and joint relations with 
employees. Personnel workers and personnel courses have been too 
content with puttering about on the outskirts of the work relationship, 
and have not pushed on, as they should have done, to the inner citadels 
of management’s industrial policy. Personnel workers need to beware 
of trying to convince themselves and others that they are working 
at the heart of the industrial problem when they are really only 
assigned to the peripheries. Both management and organized labor 
are in general probably unwilling as yet to admit the scientific spirit 
to the core of the problem, but the personnel workers should at least 
know where they want to go and should strain to master the necessary 
technique. If this is done, the reviewer is convinced that in the long 
run they will inevitably be permitted to exercise it. In a movement 
whose progress is measured by its discarded labels, is it too much to 
hope that in the not too distant future Industrial Relations will succeed 
Personnel Administration as the latter in turn superseded Employment 


Management ? 
Paut H. DovucLas 
UNIVERSITY OF CHICAGO 
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American Livestock and Meat Industry. By RupoLF ALEXANDER 
CLEMEN. New York: The Ronald Press Co., 1923. Pp. 
ix+872. $6.00. 

The story of the greatest single industry in the United States is 
told in Clemen’s American Livestock and Meat Industry. The author’s 
viewpoint is at once that of historian, biographer, and economist. 
Introductory chapters of the book deal with the early history of the 
packing industry, the “Pre-Refrigeration Period,” with especial 
attention to the evolution of Chicago as the packing center of the 
country. Much use is made of the early newspapers and periodicals 
of the period 1830-70, the treatment in this respect being unique. 
Dominating the story of development of the industry are the 
“Packers” themselves: Armour, Swift, Morris, Cudahy, etc. In 
sketching the outlines of these figures the writer’s method is distinctly 
biographic. 

The westward extension of the cattle and meat-packing industries 
is discussed in Part II, ‘‘The Refrigeration Period.”” The building 
up of the export trade, the development of large-scale processing, 
recovery of by-products, commercial distribution of packing-house 
products, federal meat inspection, all come in for descriptive treatment 
at this point. 

In Part III, the author essays a discussion of live-stock financing 
and marketing problems. For the economist interested in a problem 
of distribution, the chapters on live-stock marketing are of distinct 
value. The book concludes with Part V, in which are briefly recounted 
the main incidents of the story of legal control of the industry. A 
comprehensive and valuable bibliography appears in the Appendix, 
followed by a well-made Index. 

Unquestionably the best part of Mr. Clemen’s work is in Part I 
of his book. The treatment is thorough and shows the painstaking 
research of the careful worker. Mere factual data are enlivened by 
the story of the sectional rivalry of river markets with lake and rail 
markets, and by the still more dramatic rivalry of the “Titans” 
who built the early industry on such gigantic lines. 

One almost wishes the author had continued in the vein of the 
historian and biographer in Part II rather than encumber his narrative 
with a discussion of the packing-house process, handling of by- 
products, cost accounting, etc. The style becomes essentially 
journalistic, and the chief concern comes to be that nothing should be 
omitted. 
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Part III, which deals with economic aspects of live-stock financing 
and marketing, deserves separate treatment, while Part IV combines 
elements which belong with the historical narrative and other material 
which is essentially economic in character. 

The book is valuable to the student and to the general reader who 
desires a comprehensive picture of the live-stock industry. The 
difficulties it presents are difficulties inherent in the nature of the 
subject-matter. In helping to solve these difficulties the author has 
broken ground in a field which should invite further research. 

E. A. Duppy 

UNIVERSITY OF CHICAGO 


The Pre-War Business Cycle—1g07-1914. By Wrtitam C. 
ScHLUTER. Columbia University Studies in History, Eco- 
nomics, and Public Law. Vol. CVIII, No. 1. New York: 
Longmans, Green & Co., 1923. Pp. 189. $2.00. 

According to the Preface, “this inquiry undertakes to determine 
the causes that produced the business depressions of 1910-11 and 1913 
in the United States.” The study embraces eight chapters, five of 
which consist of carefully chosen statistical summaries of the course 
of business activity for the seven-year period, 1907-14. Data on 
credit and investment conditions, security and commodity-price 
movements, volume of production and trade, and business profits, 
are presented not only for this country, but for England, France, and 
Germany as well. The remaining chapters deal with the relation of 
the foregoing facts to the business depressions of tg1o-11 and 1913-14 
in the United States, and point a number of conclusions of interest 
to the student of business cycles. 

In one respect, however, the study is somewhat disappointing. 
Although both Preface and chapter headings promise a search for 
the causes of the two business depressions, Mr. Schluter begins his 
analysis with the convenient generalization that “business depressions 
occur when the supply of bank credit has become exhausted,” and 
proceeds directly to a search, not for the causes of the depressions, 
but for the factors which in each case exhausted bank credit. Ata 
later point he sets forth more fully his view that the business cycle is 
essentially a credit phenomenon. “Business is directly motivated by 
prospective margins of profit. This motivation is accomplished 
principally through the medium of elastic bank credit, which, in turn, 
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influences the realization of these same prospective profits through the 
price of credit—interest rates—and the diffusion of credit funds.” 
Cheap credit stimulates business activity and the “recurrent exhaus- 
tion of elastic bank credit is what gives business dynamics its rhythmic 
aspect.” The question is not discussed whether factors other than 
credit may be in part responsible for the rhythmic movement of the 
various statistical series examined. 

Mr. Schluter does recognize ‘the disproportionate use of credit’ 
as a second determinant of business depressions. This appzrently 
refers to the fact that one feature of the upswing of business is the 
production of goods in certain lines more rapidly than is justified by 
the current rate of consumption. That such maladjustment is a 
principal factor in bringing on industrial depression seems highly 
probable, but just why responsibility for it should be laid upon the 
credit systems to the exclusion of other factors in the present round- 
about, competitive system of production is not made clear. 


GARFIELD Cox 
UNIVERSITY OF CHICAGO 


Forest Resources of the World. By RAPHAEL ZON and WILLIAM 


N. SPARHAWK. New York: McGraw-Hill Book Co., 1923. 
2volumes. Pp. ix+997. $12.00. 


This two-volume work, an expansion and elaboration of an 
earlier publication by Mr. Zon, is the most authoritative treatise 
extant on the general subject of the world’s timber resources. An 
admirable summary in the first chapter, the general statistical tables, 
and the excellent maps are recommended for the perusal of the 
general reader; the detailed description of the vast number of species 
of wood, country by country and continent by continent, is a timber 
encyclopedia for the technical forester. 

A sweeping bird’s-eye view of the world’s timber situation, a 
view that would not lose sight of the “woods for the trees,” would 
show a globe-encircling northern coniferous forest, furnishing the 
most important woods for building, and a vast southern tropical 
forest containing innumerable species but with so few of the pines, 
firs, or workable hardwoods that these southern countries are obliged 
to import part of their construction timber from the North. 

The world’s timber stand, slow growing as it is, is not a constant 


t Italics mine. 
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factor, however. A comparison of annual growth and annual cut 
shows which countries are increasing and which countries are decreas- 
ing their ultimate reserves. The United States, cutting or wasting its 
timber four times as fast as it is growing, stands at one extreme; 
Russia, accumulating an increase of timber by natural growth faster 
than it is being cut, stands at the other. In between are the European 
countries where scientific forestry preserves a nice balance between 
annual growth and annual cut. 

The United States is the leading lumber country,. producing and 
consuming roughly one-half of the world’s annual output of saw 
timber. Russia has the greatest timber reserves. Great Britain, 
almost denuded of forests, is the leading timber importer, and before 
the war she drew those imports from the most logical source—Russia. 
Continental European countries like Germany, France, Italy, and 
Belgium whose state forests do not supply their entire demand make 
good their deficits by importing from Norway, Sweden, Finland, or 
the succession states of the Austro-Hungarian monarchy. Timber 
is thus in the main consumed in or near the country where it is pro- 
duced. 

These two volumes, pointing out the foregoing and other significant 
conclusions, containing a mine of information for the student of 
forestry, and presenting detailed statistics that will be the necessary 
basis for any constructive forest policy, are of interest to the economist 
because they tell the story, in painstaking and careful detail, of one 
of our leading natural resources. With similar exhaustive studies 
of other natural resources at their command, the economists can write 
a clearer and more convincing picture of that vague “nature” that 
plays so important a réle as a factor of production. In the realm of 
forestry, this work is a monumental contribution. For the economist 
this work furnishes the technical knowledge necessary for the under- 
standing of forest conservation as one phase of social control. 


Homer Hoyt 
UNIVERSITY OF MISSOURI 


Money. By Wit.tAM TRUFANT FosTER and WappILL CaTCH- 
Incs. Houghton Mifflin Co., for the Pollak Foundation for 
Economic Research, 1923. Pp. viiit+409. $3.50. 

An excellent book on the subject of money is this one by Foster 
and Catchings. In the first eight chapters the authors discuss, pri- 
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marily, the place of money in the present economic organization, and, 
in a most lucid manner, some of those hoary monetary fallacies which 
seem to have an inexhaustible fund of vitality. In this latter connec- 
tion an entire chapter of considerable length is devoted to the subject 
of “Money and the Commodity Basis,” Mr. Edison’s proposals being 
used by way of exemplification of some of the errors to which the mind 
is subject. 

The remainder, and somewhat more than half of the book, deals 
with various aspects of the relation between money and prices and 
between money and the business cycle. The authors reject the quan- 
tity theory in such form as given (p. 162) by a quotation from Cassel 
on the ground “that other factors never do remain exactly the same.” 
On this topic it seems to the reviewer that the authors, as well as a host 
of other writers, pay far too great homage to the sway which a logically 
consistent system of any kind holds over our minds, and that a far 
more desirable method of attacking the problem of changes in the 
price level is to consider in a realistic way the actual processes by which 
changes in price levels come about. To some extent such considera- 
tion is given the question when the subject of the “circuit flow of 
money” is discussed; and the matter here emphasized is the chief 
reason for according to this work some degree of significance. 

While the book exhibits perspicuity of style and reveals sanity of 
judgment, it repeats a vast amount of material which has been many 
times written, although parts of it never so well as here. To put the 
matter succinctly, Messrs. Foster and Catchings have written a most 
excellent critical summary of our present knowledge on the subject of 
money; and therefore one’s puzzlement when one recalls that their 
work is published by a foundation for economic research. 


Lioyp W. Mints 
UNIVERSITY OF CHICAGO 


Farm Credits in the United States and Canada. By JAmEs B. 
Morman, A.M. New York: The Macmillan Co., “Rural 
Science Series,” 1924. Pp. xv+406. $3.50. 

The purpose of this book as stated in the Preface is “to set 
forth briefly the principal features and the practical results” of 
“legislative efforts” of the “federal governments” of these two coun- 
tries in providing systems of land mortgage and personal credit for 
farmers. This is the second printing of the author’s book, which 





126 BOOK REVIEWS AND NOTICES 


was published in 1915. It has been brought down to date to the 
extent of including the statistics of farmers’ indebtedness reported 
by the Census of 1920 and the intermediate credit legislation of 1923. 

The book is an interesting historical story of the efforts to ameli- 
orate agricultural conditions by credit legislation. Like most of the 
“Rural Science Series” it is journalistic and easy to read, intended for 
the general reader who does not seek to go into the complexities of the 
economic problems of financing agriculture or exact theories and 
methods of analyzing specific rural-credit problems. 

It is elementary in character, and will fill 2 very important need 
by supplying in one volume a summary of the endeavors at rural- 
credits legislation together with some account of the practices followed 
by the several schemes of providing credits for farmers. 

It would seem, however, that more fundamental principles and 
rules for analyzing and solving credit problems on a sound economic 
basis should be included. Irrespective of politics, morals, and senti- 
ment, such questions as the following should be answered: Should 
farmers have special favors not allowed other business men in matters 
of finances? How analyze a farmer’s credit problems? What are 
the fundamental rules for valuing farms for mortgage loans? Under 
what conditions should the banker refuse loans to farmers ? 

A study of rural credits from the standpoint of the individual 
farm unit and agriculture as a consistent part of our economic struc- 
ture remains to be made. Rural-credit problems will be solved by 
the same monetary theories and methods as other financial problems. 
A study along these lines will be a real contribution and interest the 


practical student. 
IvAN WRIGHT 
UNIVERSITY OF ILLINOIS 


Cost Control for Foundries. By F. C. Everitt and JOHNSON 
Heywoop. Edited by W. R. Bassett. New York: 
McGraw-Hill Book Co., 1923. Pp. viit+226. $3.00. 


This book, an outgrowth of a series of magazine articles on the 
same subject, meets a very definite need in the field of foundry cost- 
accounting. 

The principles underlying foundry cost-finding are explained. 
The material is presented in such a fashion that a foundry owner, with 
the aid of his bookkeeper and foreman, can prepare a satisfactory 
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cost system. The problems of a gray-iron foundry are stressed, but the 
necessary variations in the manufacture of malleable castings and steel 
castings are outlined. 

The chapter devoted to the subject of departmental expense analysis 
is excellent. Space is given to the subject of “normal” and “abnor- 
mal” costs. 


The Strike for Union. By HEBER BLANKENHORN. New York: 
H. W. Wilson Co., 1924. Pp. ix+259. . $2.25. 


The literature dealing with strikes is not very rich. To be sure, 
there is an abundance of government reports, colorlessly accurate and 
studiously impartial; there are multitudes of propaganda pamphlets in 
which there is no lack of color but only stray bits of information; there are 
journalistic accounts of the spectacular and dramatic episodes; and there 
are numbers of “impartial” reports concerned with moral values and 
the assessment of praise or blame. But from them all there emerges no 
adequate picture of what a strike involves, and no one of them gives an 
adequate conception of the forces, especially the unseen forces, which 
determine the outcome. A description of a strike which departs in any 
measure from the conventional patterns does not have to attain a very 
high standard to make a real contribution to our understanding of a 
strike. 

The Strike for Union is concerned with one corner of the great coal 
strike of 1922, the strike in the non-union Somerset fields of Pennsylvania. 
By a series of snapshots it succeeds in giving a very good picture of a 
number of the more or less spontaneous uprisings in isolated communities 
which made up “the strike,”’ of the confusion which reigned, of the lack 
of preparation on the part of the leaders, and of their difficulty in keeping 
up with the daily calls for their services. In many ways this is the best 
work in the book, partly no doubt because the subject-matter lends 
itself to snapshot treatment, which is evidently congenial to the author. 

The discussion of union politics as a factor in determining the issue 
of the strike is also a valuable feature, especially valuable perhaps for 
the naive who think of “the union” as at all times one and indivisible 
in action and in opinion. How well the author has treated these political 
aspects is another question. He certainly had unusually good sources 
of information on one side, but it is not so clear that he understood the 
position of the international. Certainly he seems at times to forget 
that Somerset was but one of many fields and that it could not loom as 
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large in the eyes of the international officers as in the eyes of the earnest 
group to whom the coal strike was the strike in Somerset. 

For the rest, The Strike for Union has less that adds anything to the 
things that have been recorded about other strikes. It is largely con- 
cerned with the violations of civil liberty that occurred in the great state 
of Pennsylvania, at the behest of the “coal barons” in the year of our 
Lord, 1922. For those who did not know, or knowing needed to be 
reminded again, these chapters are worth doing. Perchance some may 
read this who will not read government reports. But for the benefit 
of those on the fence, would it not have been in better taste to chronicle 
something other than evictions, the cost of mine guards, and the practices 
of “industrial autocracy” under “The Operators’ Side of It”? It is 
not necessary to go to the lengths of the Coal Commission in its report 
on Civil Liberties, but surely the case of the non-union miners is strong 


enough to give the operators their due. 
HELEN RUSSELL WRIGHT 
INSTITUTE OF ECONOMICS 
WasainctTon, D.C. 


American Problems. By FRANCES MOREHOUSE AND SYBIL FLEMING 
GRAHAM. Boston: Ginn & Co., 1923. Pp. vii+567. 

This book represents an interesting attempt to give content to a 
senior high school course in “unified social science,” a new high-school 
subject which seems to have considerable promise. The book is the 
result of several years’ experimentation by the authors. 

While no formal division is indicated in the text, the book breaks 
into three large sections. An introductory historical survey of the 
development of modern social structures is followed by a series of chapters 
descriptive of the structures themselves, and the remaining chapters of 
the book deal with some of our more pressing socio-economic problems. 

The book is well within the range of high-school students, but the 
inclusion of more illustrations would make it more interesting to them. 
The chapter bibliographies and problems are more than ordinarily 
useful. An interesting attempt is made to develop a “vocabulary in 
social relationships.” 

The flexible organization of the book makes it especially valuable 
for the experimental classroom use which must eventually determine the 


content of this new course. 
L. H. GRINSTEAD 
UNIVERSITY OF CHICAGO 








